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GENERAL FIRE INSURANCE CONDITIONS IN LARGE CITIES. 


WRITTEN FOR THE JOURNAL OF INSURANCE Economics By U. C. Crosby. 


For a long time the general conditions 
inour large cities have been the most 
perplexing and at the same time the 
most irrational in our business. I be- 
lieve it is a matter of demonstration 
that in the congested centers taken as 
a whole, the rates obtained have not 
paid the average losses during the last 
twenty-five years, not taking into 
account the large conflagrations oc- 
curring during that time. We do this 
business at a loss, give less intelligent 
practical consideration to these locali- 
ties than to the general business, run 
the risk of losing our entire assets at 
any time in consequence of the liabil- 
ity carried and then pay a compensa- 
tion for the business largely in excess 
of that in other localities. Our secur- 
ity is a necessity to the property 
owners, we are entitled to and should 
receive reasonable compensation, yet 
we issue our policies at less than cost, 
pay our agents from 25 to 40 per cent. 
commission, while in other localities 
with a better record and less liability 
we insist upon doing it at 15 per cent. 

There has been a very great. im- 
provement during the last few years 
in methods of handling special hazards 
and business generally. Careful study 
has beeu given to forms of construc- 
tion, apparatus and general conditions 
of protection, but much more con- 
sideration has been given to individual 
risks and classes than to our great 
cities. We receive valuable reports 
from the expert of the National Board 
as to water supplies and fire depart- 
ments, but in the majority of cases 
radical defects and dangerous con- 
ditions receive little attention, except 


perhaps now and then a letter from 
a company to its agent suggesting 
consideration. Infrequently, when 
unusual conditions are forced upon us, 
perhaps by a big fire or series of fires 
we make spasmodic efforts to improve 
the situation. 

About a year ago, for example,most 
of the companies were very much 
surprised at the receipt of information 
regarding the general conditions in 
the city of Brooklyn, conditions so 
prolific in opportunities for dangerous 
fires and conflagrations as to arouse a 
protest from the citizens of that city. 
These same conditions, however, have 
existed for years and should have been 
known to companies risking their 
assets under such unfavorable condi- 
tions. 

It seems to me that a city should be 
studied and considered as a whole, as 
we would study an individual risk. A 
dangerous locality, defective con- 
ditions in construction and protection 
in a city block or a single building, 
may subject the whole city to a con- 
flagration. We have been too much 
inclined to consider each building as 
a single risk. We have not properly 
estimated the dangers and the cost of 
exposures. Large areas, high build- 
ings, vertical openings stand at the 
front as conditions largely contribut- 
ing to our loss ratio and conflagrations 
in cities. 

Examine the history of large firesin 
our cities and for a series of years we 
will find the same report in a large 
majority of cases, viz., ‘‘Fire started in 
basement or first story and was al- 
most instantly communicated to every 
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floor through open elevators or hatch- 
ways,’’ or ‘‘Doors of elevators were 
unfortunately open and the fire at 
once spread to every floor.”’ Judging 
from the past if we could close vertical 
openings under standard conditions, 
we would reduce the losses more than 
one-half, yet we charge in our schedule 
for the defects but two or three cents. 

It is quite evident that a schedule 
for rating in the congested centers of 
our cities should be materially revised. 
The attention of underwriters has 
been called by the recent fires in Balti- 
more, Rovhester and Toronto to the 
large city problem as never before, 
and the appointment of a ‘‘Committee 
of Twenty’’ to give the question special 
consideration is certainly a step in the 
right direction. This problem is of 
tremendous importance to companies 


and the ‘Committee of Twenty’’ 
should be encouraged and supported 
in all its work looking towards re- 
form and better conditions. 

Every thoughtful student of the 
situation must surely be convinced of 
one thing, viz., that expenses must be 
reduced. It would be infinitely better 
to leave the rates where they are, al- 
though we are entitled to an increase, 
unless we make a substantial reduction 
in the expense of doing business in 
these cities. Great dangers, great 
possibilities for loss or profit, center 
about our large cities. 

We have great hope and expecta- 
tions that the special ‘‘Committee of 
Twenty’’ will intelligently and satis- 
factorily settle many of the perplex- 
ing problems, and every company 
should give it most hearty support. 





PROBLEM OF THE SMALL COMPANY UNDER MODERN CONDITIONS. 


WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS. 








The problem of the small company 
is one which requires attention and 
thought on the part of those who are 
identified with these institutions. The 
struggle to maintain a separate iden- 
tity grows increasingly difficult. The 
recent emphasis placed by the Balti- 
more fire upon the conflagration hazard 
and the valueof an extended agency 
plant with large capital and assets, 
makes the position of small companies 
in competition one of peculiar dis- 
advantage. 

The situation for them, however, is 
not a hopeless one; on the contrary, 
quite promising, if properly handled, 
with an adequate understanding of 
modern business conditions. Small 
companies capitalized at from $100,000 
to $200,000 or $300,000 should ‘‘get to- 
gether,’’ especially in large cities,com- 
bining in the issuance of a joint policy 
which will be readily accepted by 
careful merchants, and at the same 
time minimize the companies’ liabil- 
ities, enabling them to enlarge their 
carrying capacity and to develop an 
agency business on a larger scale. 

Five companies, say, could write a 
single policy, backed by assets of $1,- 
000,000, which would readily he ac- 
cepted. The risk to each company 
would be $1,000, whereas, in writing 


separately, they would probably as- 
sume twice this amount. By com- 
bining they could command more 
business on mercantile and special 
hazards and probably maintain the 
Same premium income with greatly 
reduced liability. 

History records some interesting 
facts in regard to the value of the 
combined policy in the instance of the 
‘‘New York Underwriters Agency,”’ 
constituted originally of the Germa- 
nia, Hanover, Niagara and Republic. 
Three of these companies are today 
operating separately as powerful fac- 
tors in the underwriting situation. 
In contrast to this, a number of com- 
panies of small capital, like the Den- 
ver, Standard of Kansas City, St. Joe 
F. & M. and other western companies 
which have ventured alone into the 
agency field, have met with disaster 
and been compelled to reinsure. 

Combination is the order of the day. 
The field for the small company grows 
less, and is today confined largely to 
surplus lines or to reinsurance of 
large companies. The opportunity is 
open to them for conservative under- 
writing on a larger scale. If they ex- 
pect to maintain their position they 
should carefully consider these con- 
ditions of future success. 
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SINGLE AGENCIES AS RELATED TO THE PUBLIC WELFARE. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS By J. R. MASON, 


The question of dual or multiple 
agencies is one that cannot be viewed 
from the standpoint of the agent only, 
who rightly thinks that his condition 
would be improved by the restriction 
of the number of agents, at the farth- 
est to the number of companies operat- 
ing in his locality, or from that of the 
company which feels that it has a per- 
fect right to increase its premium in- 
come by increasing the number of its 
agents, but like all similar questions 
must finally be decided solely with 
reference to its effect upon the welfere 
of the business itself. 

The great system of insurance is not 
a scheme devised solely for the pur- 
pose of making money. It is a bene- 
ficent institution established to meet 
the necessities of mankind, and its 
vast growth and development testify 
to the faithfulness with which it has 
performed its mission. Its main pur- 
pose is not to furnish remunerative 
employment to company officials and 
agents, or comfortable returns to 
stockholders, but to place within reach 
of all owners of property indemnity 
against loss by reason of certain 
perils to which that property is ex- 
posed. This being its purpose, its duty 
is to make that indemnity as complete 
and perfect as the circumstances of 
each case will permit, to extend its 
benefits to the greatest number pos- 
sible, and to reduce its cost to the 
minimum. 

It is safe to say that all methods 
and features of the business that are 
not consistent with the full perform- 
ance of these duties, and that do not 
contribute to this end will be elim- 
inated, and itis by this standard that 
the multiple agency system must 
stand or fall. 

Probably no one will deny that the 
effect of this system upon local agency 
interests is demoralizing, that it affords 
an opportunity for rebating and pre- 


vents the enforcement of any regula- 
tions governing the proper conduct 
of the business. It frequently brings 
the agent into direct competition with 
his company for his client’s business, 
and when carried to its logical con- 
clusion, an agency appointment and 
15 per cent. commission to any one 
who has arisk to place removes all 
semblance of the relation of agent and 
principal which is supposed to exist. 

In the face of these objections, one 
reason only exists for the practice, 
viz., the possibility of securing an in- 
crease of premiums, and this reason 
holds good only upon the supposition 
that the practice will not become 
general, for if all companies adopt the 
same policy, the volume of business 
not having been increased, the propor- 
tion secured by each company will be 
the same as under the single agency 
system. 

Its direct effect upon the business 
itself, is to increase the cost of in- 
surance tothe public. By necessitating 
the careful supervision of a multitude 
of agents, many of whom are qualified 
neither by nature nor experience to 
execute the trust placed in their 
hands, and whose only interest is in 
the commission they may be able to 
secure, it adds materially to the ex- 
pense ratio. By making volume of 
premiums the only requirement on 
the part of the company, and volume 
of commissions the only motive on the 
part of the agent, it offers to dishonest 
property-owners an easy opportunity 
to defraud, and a strong incentive to 
incendiarism. 

It is well understood that insurance, 
although designed only to indemnify 
the assured against loss by fire, is 
itself the occasion of a large proportion 
of such losses. If it creates a moral 
hazard when in the hands only of 
experienced and concientious agents, 
who realize that their best interests 
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are identical with the best interests of 
the company, surely it becomes a 
fire-brand under the condition noted 
above. 

If these facts are true, the insuring 
public is today paying excessive rates 
in order to support a system that is 
antagonistic to its best interests, 
and which has for its only purpose the 
increase of premium income without 
regard to obligations to the assured. 

Although in discussing this question 
I have used the term “‘ Multiple 
Agency System,’’ the practicé can 
hardly be said to have become an es- 
tablished system, but would be more 
correctly defined as a perversion of 


the local agency system. It is also 
probably true that the companies 
themselves disapprove of the practice 
and recognize its evils, and as a rule 
only adopt it in isolated cases when 
they feel the circumstances warrant 
it. 

The agitation of this question by 
the National Association of Local Fire 
insurance Agents cannot fail to draw 
to it the attention of companies and 
agents alike, and the manner in which 
it is being carried on must impress the 
companies with the fact that the 
agents are not seeking their own sel- 
fish interests, but the improvement 
and development of the business. 





RELATION OF FIRE INSURANCE COMPANIES AND THEIR AGENTS. 








WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY JOHN C. NortTH. 








The student who takes the pains to 
study the history of fire insurance 
during even such a short period of 
time as the past thirty years must be 
impressed with the significant changes 
that have taken place in the conduct 
of the business. There are some of 
the veterans still in the business 
who can remember the days before 
‘Daily Reports’? were used. Then 
the local agent was an important 
factor in the business; reports instead 
of being sent daily were sent monthly 
and the agent had to take full re- 
sponsibility for the thirty days inter- 
vening, the company trusting him 
to protect its interests during that 
time. 

Since then, one by one innovations 
have been introduced, each time shift- 
ing more and more of the responsibil- 
ity from the local to the home office, 
until today it would seem that a man 
may be made a well equipped and fully 
developed local agent in twenty-four 
hours, as it matters not whether he 
has judgment, experience or any 
knowledge of the business. He be- 


comes a ready made, fully grown, 
automatic, push-the-button appendix 


to the general system as soon as he 
receives his commission and rate book. 
With these conditions it is not strange 
that the old style of agent who ‘‘rep- 
resented’’ his company is fast pussing 
and the broker agent, who is looking 
out for number one,is taking his place. 

What is to be the logical outcome of 
this evolution if it is not checked? 
Will the local agent cease to represent 
a selected list of companies that he 
feels a responsibility for, as far as 
his territory is concerned, or will 
he represent all companies as a broker, 
placing his business where he can se- 
cure the largest commission? Will the 
companies in turn be represented by 
all agents, having no claim on any one, 
being obliged to depend upon the 
whim or convenience of an army of 
brokers or solicitors over whom they 
have no control? 

This is the position that a certain 
class of companies are occupying to- 
day, judging from the advertisements 
and circulars received almost daily by 
the local agents. 

The National Board of Fire Under- 
writers is doing a noble work in bring- 
ing about reforms which have already 
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made the business a profession—a pro- 
fession that is attracting to its ranks 
educated and trained experts in many 
lines of business. It is constantly per- 
fecting the standard requirements 
which touch almost every transaction 
that can possibly affect the risk or 
influence the judgment of the manage- 
ment of the companies in passing the 
business offered them. So far, how- 
ever, it seems to me that it has neg- 
lected to take into serious considera- 
tion problems that affect more directly 
the local agent. The National Asso- 
ciation of Local Fire Insurance Agents 
was the outcome of this neglect, or, of 
what was worse, the disposition to 
ignore the interests of the local agents, 
as was shown at that time by the in- 
creasing practice of the companies in 
writing, over the agent’s head, busi- 
ness in the territory of their accredited 
representative, and by the indiscrim- 
inate appointments of dual and mul- 
tiple agents without regard to the 
effect such a practice might have 
upon the interests of the local agents 
as a body. 

The local agent ought to be the best 
friend a company has; he should be 
equipped both by experience and 
knowledge to uphold and defend the 
action of his companies; he should be a 
man in the community whom the pub- 
lic has confidence in and one who can 
influence public opinion in conse- 
quence. He should be financially in- 
terested in the success of his com- 
panies so as to be compensated for the 
loss of commission when he refuses 
what he knows to be an undesirable 
risk;in other words, he should bea 


partner through some form of contin- 
gent commission. 

The present system, it must be ad- 
mitted, encourages the agent to solicit 
and urge upon his company the risks 
having the largest premium and to 
decline no business that there is any 
possibility of his being able to induce 
his companies to accept. The pre- 
mium on preferred business being 
usually small does not receive his at- 
tention in proportion to its importance 
to the company. It would seem that 
it should be clearly the desire of the 
companies to encourage every effort 
to secure and retain those better 
qualifications in their local agents. 

If the Committee of Twenty re- 
cently appointed by the National 
Board will, or can, widen the scope 
of its endeavors so as to consider this 
most important subject, the relations 
of the agents to their companies, the 
local agents of the country will have 
reason to rejoice and the National As- 
sociation of Local Fire Insurance 
Agents can be counted on to lend its 
best endeavors to co-operate with or 
encourage in any way possible every 
effort along this line. Each organiza- 
tion has its distinctive work to per- 
form, but in some things our interests 
are mutual and in these matters both 
should consider ita privilege to co- 
operate. 

Success to the National Board which 
is doing so much to dignify and solidify 
the business of fire underwriting. 
Success to its Committee of Twenty 
to which has been committed such 
grave responsibilities. May neither 
forget the local agents who stand ready 


to do their full share in service as well 
as sacrifice for the good of the cause. 








FIRE INSURANCE RECORD FOR FIVE YEARS, 1898-1903. 





[Compiled for the Journal of Insurance Economics from the Reports of the New York 
Insurance Department. | 





Number of Unearned Fire Premiums Fire Losses Loss 

Date. Companies. Assets. Surplus. Premiums. Received. Paid. Ratio. 
1898.. 162 $299 ,366,000 $109,199,000 $103,227,000 

1899.. 164 803,851,000 103,514,000 109,367,000 $129,045,000 $85,727,000 66.5 
1900.. 161 310,105,000 106,093,000 115,110,000 140,652,000 89,102,000 63.3 
1901.. 146 820,446,000 104,545,000 129,004,000 157,608,000 93,083,000 59.0 
1902.. 145 340,397,090 - 109,347,000 139,747,000 175,504,000 97,951,000 55.8 
1903.. 147 863,866,000 121,264,000 151,170,000 196,533,000 96,834,000 49.3 
Increase in 5 years,$64,500,000 $12,065,000 $47,943,000 

Total for 5 VCarB.cccrcccrccees eeeeee see eee eee eeeteeeseeeeeeeee $799,342,000 $462,697 ,000 57.9 
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NEW YORK INSURANCE EXCHANGE AND THE INSURING PUBLIC. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY HENRY E. HEss. 


Responding to the inquiry ‘‘What 
has the New York Fire Insurance Ex- 
change done to improve relations be- 
tween the companies and the insuring 
public?’’ and having in mind that the 
training of a business man from be- 
ginning to end goes to show him that 
something may not be secured for 
nothing; Iam led to reply that if there 
is any one way more than another in 
which this exchange has improved the 
relations between the companies and 
the insuring public it has been, in my 
opinion,in bringing home to the latter 
the fact that if it wants a reduction of 
rate it must do something to de- 
serve such reduction. 

Just as in business one learns that 
whether a boy is giving his services in 
return for his training; or a clerk is 
doing his work for a salary; or a mer- 
chant is delivering goods for their 
equivalent in money; so we have been 
teaching the public that if it wants 
lower rates it must give us something 
in* exchange. The installation of fire 
pails, or building signal, or watchman 
and clock, or metal ash cans; the clos- 
ing up or protecting of communicating 
openings; the caring for packing 
materials, or bringing skylights to 
standard; the providing of fire shut- 
ters; and many other measures that 
tend to the betterment of risks; are 
promptly recognized by reductions of 
rate; and the realization of that fact, 
as well the further one that ‘‘pull’’ 
will not count in reducing the price of 
insurance, has not only brought about 
thousands of improvements that 
would not otherwise have been made, 
but has led to an increase of respect 
for fire insurance methods. 

The divesting of our rates of any as- 


sumption of mystery or secrecy has 
also been appreciated by the public. 
We throw his rating open to the as- 
sured, giving him a copy of its make- 
up so that he knows just how it is ar- 
rived at, and leaving it for him to re- 
move such deficiencies as he may 
choose to remedy. If there are none, 
he knows that we, as well as he, have 
done the best that can bedone. If 
errors have been made by us he can 
ask for, and will receive, prompt cor- 
rection. If improvements are possible 
and he does not choose to make them, 
he is stopped from blaming us for not 
giving him a lower rate. 

Furthermore, if, as a citizen, he is 
party to the existence of defective 
conditions in water supply, or fire 
department, or building laws,or police 
watchfulness, we show him that he 
must pay the penalty therefor in 
an increased base rate for the city, 
orin a percentage advance imposed 
until the public defects are reme- 
died. 

In doing this we have also undertaken 
to show him that fire insurance com- 
panies owe the public nothing; that 
they are not charged with the en- 
forcement of laws, or with the better- 
ment of conditions; but that their duty 
lies in charging for conditions as they 
find them, and in protecting their 
stockholders from loss upon their in- 
vestments. We have preached the 
gospel of helping those who help 
themselves, of extending recognition 
to those who deserve it; and of giving 
value received to those who pay for 
it; and to the extent that we have 
stood by those principles the insuring 
public has shown us an increased ap- 
preciation and regard. 
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SOME PRACTICAL SUGGESTIONS ON SCHEDULE RATING IN CITIES. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY BENJAMIN B, WHITTEMORE. 


Rating by schedule is undoubtedly 
a vast improvement over the old 
method of performing the work by 
‘‘judgment,’’ but it is to be observed 
that a schedule can not be made to 
operate automatically nor scientifical- 
ly. Too many conditions enter into 
the question of adequate rates to ad- 
mit of their being catalogued and 
universally applied. 

Hence, the schedule at best only 
furnishes a framework on which rates 
may be constructed with an ever 
present eye to consistency. In ad- 
dition to furnishing a guide to the 
rate maker, the schedule enables him 
to explain in a reasonable degree to 
the assured the difference noted in 
risks of an apparently similar charac- 
ter. But, as before observed, a vast 
amount of good sense must accom- 
pany its use. 

The first application of the Universal 
Mercantile Schedule in the City of 
Boston was under conditions peculiar- 
ly favorable, inasmuch as the district 
in which it was applied had but a 
short time before been devastated by 
fire and the buildings therein were of 
comparatively uniform construction, 
under building laws more or less 
stringent. For this purpose the sched- 
ule adopted was modified to suit local 
conditions. Quite satisfactory results 
were secured in this district, but when 
the schedule was applied to the north 
end of the city, where the buildings 
are of ages varying from one year to 
one hundred and fifty years, many 
difficulties were encountered and mod- 
ifications necessitated. Some of the 
older buildings which the schedule 
rated very high were seen to be better 
risks than others of modern construc- 
tion rated very low by the schedule. 

Experience in the use of the sched- 
ule in this city has developed certain 
facts,of which it may be well to speak 
in this connection. 


The recent disasters in other cities 
point to the fact that sufficient ac- 
count has not been taken of the con- 
flagration hazard and hereafter in all 
congested districts of the cities of this 
country, a very considearable charge 
must be made on this account. 

Again, experience has shown that 
openings in party walls, which here- 
tofore were passed as perfectly safe if 
they were guarded by fire doors, are 
quite the reverse in many cases of fire, 
because the doors are likely to be open 
either in the course of business or to 
afford escape to occupants of buildings 
from one section to another. Hence, 
a charge for such openings should al- 
ways be made. 

Again, the sheathing so lavishly 
employed in the finish of many build- 
ings has been the source of great 
danger in the rapid spreading of fire 
in buildings, for which no adequate 
charge has been made. 

Moreover, the allowances made for 
fireproof construction of buildings 
have been such as to reduce the rates 
on their contents to a figure atso- 
lutely absurd. 

These few observations lead to the 
reiteration of the suggestion that the 
exercise of common sense must be 
employed to render schedule rating 
effective. 

These considerations refer more 
particularly to schedule rating in 
cities and must not be taken as ap- 
plicable in any large degree to the 
rating of special hazards in isolated 
buildings. There, the rigid application 
of schedule rules may be permissible 
and successful. 

In conclusion, the writer would 
simply add that the above suggestions 
are proffered with a view to contribut- 
ing to the improvements and the ulti- 
mate development of schedule rating 
for the benefit of all insurance in- 
terests. 
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SPECIAL AGENTS AND THE IMPROVEMENT OF PROPERTY. 





WRITTEN FOR THE JOURNAL OF INSURANCE Economics By ROBERT L. BARBOUR. 


Many special agents and inspectors 
seem to feel that their whole duty 
when making inspections is to note 
the various hazards involved, the good 
points and defects of the risk, and go 
away. Yet if nothing further be done 
a most important matter, and one 
which should be peculiarly our prov- 
ince, is left untouched, viz. the im- 
provement of property as regards the 
fire hazard. 

It is a great deal easier to cancel a 
policy than to take the trouble of se- 
curing such corrections and improve- 
ments as will make the property in- 
sured a desirable line, but we must 
not forget that it is as much our duty 
to save premiums as it is to save losses. 

All right-minded business men of to- 
day are willing to be told wherein their 
factories, warehouses, and store prop- 
erties can be rendered less liable to 
fire, what the danger pointsare,and how 
they can be safeguarded, and most of 
them are glad tocarry out reasonable 
and practical recommendations, for 
they realize that even a small fire 
means inconvenience and interruption 
of business, which results in loss that 
cannot be collected from the insurance 
companies. 

We know the result of organized 
effort in the writing of sprinklered 
business, by which equipments are im- 
proved, and construction and processes 
carefully supervised, with resultant 
lower rates and lessened fire cost, and 
we ought to extend the same intelli- 
gent effort toward the improvement 
of the smaller or less improved proper- 
ties, in correcting the many defects, 
great and small, which go to cause 
fires or increase their extent and re- 
sulting damage when they occur. 

Many of the defects found are due 
to ignorance on the part of the assured, 
and require only suggestion to be 
corrected. This is especially true in 
regard to the care and maintenance of 


fire fighting equipment. Time and 
again the assured has said, ‘‘Why, 
nobody ever called my attention to 
that before. Of course I’ll fix it!’’ I 
recall once having this said on find- 
ing that chemical extinguishers—in- 
stalled five years before—had never 
been recharged. Frequently hose is 
found that has been kept so long in 
racks, unexamined and untested, that 
it has lost its strength,and is of no prac- 
tical, dependable value in case of fire. 
And one of the most common faults is 
empty fire pails. Installed to secure al- 
lowance in rate, it becomes part of the 
contract of insurance for the assured 
to keep them in readiness for use, and 
we ought to impress this upon him, 
not only for that feature, but because 
we know that they have many times 
saved serious fires, and we want them 
there ready for use instantly. 

A friend once told me of his in- 
specting a wagon factory, which pre- 
sented so many bad features that he 
despaired of securing proper improve- 
ments, and intended cancelling his 
policy, but as he was going out the 
owner stopped him and asked his 
opinion of the risk. He mentioned one 
or two defects, which the owner agreed 
to correct, then another and another, 
until finally they sat down and drew 
up a plan for improvements, which 
called for the entire rearrangement 
and partial reconstruction of the plant. 
When finished the owner told him that 
he was the first man from whom he had 
been able to get anything satisfactory, 
and that he would have made all the 
changes long ago, if he had known 
what was wanted, for he had been 
‘‘bothered to death with cancella- 
tions.”’ ; 

These are only a few of the many 
cases that go to show that we don’t 


give enough time and pains toward 
improvements, or the saving of prop- 


erty. We seem to be afraid to criticise 
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risks to the owner himself, and to seek 
to have the undesirable features cor- 
rected. But the time has come when 
we've got to have backbone. This 
country has reached the stage of de- 
velopment and growth—values have 
become congested and buildings grown 
old—which necessitates a change of 
method in conducting our business, 
and a part of that change means the 
educating, or rather demanding of the 
public better construction, and very 
much better care, not alone for the 
sake of the insurance companies, but 
also for the sake of the public at 
large. 

Schedule rating is a long step in this 
direction, but that alone will not accom- 
plish the desired result. What schedule 
could charge enough for a defect that 
might start a great conflagration? 
What we wantis that defect corrected. 
We must make an organized effort to 
do away with open stairways and un- 


stopped elevator shafts, with lath and 
plaster dumb-waiter shafts and un- 
necessary blind spaces, with second- 
story chimneys and unstopped balloon 
frames, with dirty rears and refuse 
under sidewalk gratings, wooden ash- 
barrels and oily waste dropped any- 
where—these and a host of other 
common things, great and small, that 
go to increase hazards or aggravate 
losses. 

The more we insist on better care, 
better methods, better safe-guarding 
of danger-points in property of every 
kind and nature, the sooner will the 
assertion be justified that this great 
business of ours, which touches elbows 
with every other business enterprise, 
and therefore should exert: the most 
powerful influence of any, can be, and 
is being placed ona much more intelli- 
gent and scientific basis, and one which 
less justifies the criticism that we do 
things haphazard. 





THE TWENTIETH CENTURY INSURANCE NEWSPAPER. 








WRITTEN FOR THE JOURNAL OF INSURANCE Economics By C, I. HiTcHcock, 








The twentieth century insurance 
newspaper is not a journal. It is built 
upon the same general lines as the 
twentieth century daily newspaper, 
in that it maintains a corps of cor- 
respondents, buys its news at first 
hand and aims to make its columns a 
reliable medium for disseminating in- 
surance information. 

Apparently this is the class of news- 
paper appreciated by underwriters, al- 
though personality is still an im- 
mense factor in both editorial and 
business departments. It would ap- 
pear to be almost next to impossible 
to divorce absolutely the news and 
advertising departments, and yet this 
can be approximated with excellent 
results. When it is once thoroughly 
understood that advertising patronage 
does not necessarily carry editorial 
endorsement, the tone of the publica- 
tion is certain to be elevated. And 


again, when it has been demonstrated 
that a paper is not unfriendly toward 
companies that do not feel justified in 
partronizing its advertising columns, 
a respect is incurred which culminates 
in admiration for the policy, even if 
it does not beget more substantial 
recognition. 

Many excellent insurance papers ac- 
cept reading matter advertising and 
publish it without any attempt at dif- 
ferentiation from the more general 
observations of the editor and publish- 
er. From a business standpoint they 
are undoubtedly justified in the course, 
but papers declining this class of busi- 
ness are certain to make greuter head- 
way and to attain a circulation which 
may not be equaled by those who 
adopt the quicker road to financial 
success. Whatever may be the errors 
of judgment, of careless editing, or of 
correspondents, no taint of mere money 
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can attach to the utterances of these 
high-toned papers, and the question: 
‘‘How much did it cost?’’ is never 
asked when some particular comment 
is under discussion. 

Just what value insurance news- 
paper advertising holds is something 
of a question; but if there is value at 
allit must come through circulation, 
through readers who will peruse the 
advertising as well as the news col- 
umns and so become familiarized with 
the name and character of the com- 
pany by way of its publicly expressed 
condition or policy. 

Certain companies, known as liberal 
advertisers, distinguish in favor of 
the papers of unquestioned circulation, 
and there are other companies that 
distinguish against them in favor of 
the old-school journal, irrespective of 
policy or circulation. Still other com- 
panies trim appropriations into equal 
parts and distribute them with a satis- 
faction that is refreshing. 

While each dollar counts for itself 
and fills its particular niche, the most 
satisfactory advertiser is the appre- 
ciative advertiser. Hecontracts for 
space as a business proposition and on 
a business basis, making pertinent 
inquiry regarding circulation and the 
probable number of readers, at all 
times seeking to advance the interests 
in his charge by reaching these read- 
ers with potent facts. He expects to 
receive value for what he spends and 
therefore prepares his output to re- 
ceive the largest possible returns. In 


other words the same relative time is 
spent upon making the advertisement 
productive which would be given to 
an equal expenditure in any other de- 
partment. 

Time and again it has been dem- 
onstrated that advertising pays and 
yet where can value be found ina 
publication of less than one hundred 
paid subscribers? Such an insurance 
journal was recently offered for sale. 
It had a fine income, represented at 
approximately $10,000, but its circula- 
tion was to all purposes ‘‘nil.’’ 

It is safe to say that advertising in 
papers of this class could not be made 
to pay, and yet in its columns are 
noticeable the formal announcements 
of companies which are not patrons of 
the ‘“‘Twentieth Century Newspaper.”’ 
It is far from the intention of the 
writer to criticise the companies main- 
taining this class of advertising. 
Their right to spend their money as 
they please is not, and can not, be 
questioned. The only point is that 
such advertising will not produce re- 
sults. 

Tireless energy is necessary to main- 
tain the standard of the twentieth 
century insurance newspaper. No 
sooner is one paper issued than prepa- 
rations for another begin. The con- 
stant aim is to make each issue better 
than those that preceded it. New 
ideas must be employed constantly 
and new avenues opened. 

In this busy age, when the insur- 


ance newspaper stops advancing it 
must be retrograding. 





VALUE OF TECHNICAL EDUCATION IN FIRE INSURANCE. 








WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY GORHAM DANA. 








Fifty years ago there was no call 
for a man of technical education in 
the fire insurance business for at 
that time the business was not con- 
ducted on a scientific basis. The 
manager or agent in taking a line, 
based his judgment more upon the 
class of business carried on in the risk 


than upon details of hazards or pro- 
tection. If in his judgment it was a 


desirable class and the rate was ad- 
equate, he took his line and then 
trusted largely to luck. In those days 
fire protection devices were simple 
and hazards were comparatively few. 

Today the conditions are radically 











Journal of Insurance Economics. 11 








different. Old industries have grown 
to enormous proportions and count- 
less new ones have sprung up. This 
has naturally resulted in a great in- 
crease in fire hazards both as regards 
number and importance. The science 
of fire protection has developed to 
such an extent that today there are 
thousands of persons directly or in- 
directly engaged in the protection of 
property against fire, and there are 
comparatively few important manu- 
facturing concerns that have not 
expended large sums of money in 
installing modern protective de- 
vices. 

Meanwhile buildings have gradually 
increased in size and cities have be- 
come more and more congested, so 
that now a single fire in a city build- 
ing can easily wipe out half a million 
dollars worth of property, and con- 
flagrations, costing from ten to one 
hundred million dollars, constantly 
threaten the larger cities. 

This change of conditions naturally 
called for a change in the methods of 
conducting the insurance business. 
Some time ago the companies found it 
necessary to organize “‘inspection bu- 
reaus.’’ This was done in order that 
the value of these complicated fire 
protection equipments might be de- 
termined by persons trained for the 
purpose and that by frequent and re- 
gular inspections such devices might 
be kept in good working order. 

The work of these bureaus has 
gradually increased, especially along 
scientific and engineering lines. They 
are now called upon to lay out and 
supervise the installation of elaborate 
sprinkler and hydrant systems, of 
electric power and lighting systems 
and many similar devices. They are 
supposed not only to keep informed 
on all new processes as they arise but 
to be able to judge of their fire haz- 
ards and keep the companies informed 
as to the danger involved. 

It is evident that the men who do 
this work must have a technical train- 
ing. Whatdothe old school under- 
writers know about the hydraulics of 


sprinkler protection or the chemistry 
of black dyeing? 

Then there is the larger field of 
making rules for the construction and 
installation of fire protection devices. 
This must be left to men who have 
not only scientific training but, com- 
bined with it, practical experience in 
the use of these or similar devices. 
The insurance interests are called up- 
on todo this work, for in no other 
way can uniformity and unbiased ex- 
cellence be maintained. 

The insurance expert is also being 
called upon to decide upon questions 
of construction, especially fire resist- 
ing construction. It is he who can 
give the best unprejudiced opinion 
upon the merits of differet forms of 
costruction and it is the insurance com- 
panies that can best enforce the use of 
the better forms of construction by 
allowing a greater reduction in rate 
for them than for inferior forms. 

Some of the more progressive com- 
panies are already taking on scientific 
men as department managers to pass 
upon protected business and to look 
after the many technical points con- 
stantly arising. The time must come 
when all up-to-date companies will 
have their scientific department to 
look after the ever increasing class 
of business requiring scientific treat- 
ment. 

Another problem which confronts 
the scientific expert is the lessening 
of the annual fire waste, especially 
that caused by conflagrations. Society 
will not put up with this fearful waste 
indefinitely. It can be prevented in 
part and the time will come when 
the public will demand that radical 
steps be taken to reduce this waste. 
The National Board of Underwriters 
is already taking steps in this direc- 
tion and soon will have a corps of ex- 
perts at work on this most important 
problem. 

The fixing of insurance rates is an- 
other field of action for the scientific 
expert. Schedule rating has long 
been done by persons of special train- 
ing, while the rating of electric prop- 
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erty and _ sprinklered property is 
gradually passing into the hands of 
inspectors of technical training. 

The technical schools are now pay- 
ing some attention to the subject of 
insurance engineering. The Armour 


Institute in Chicago has established a 
course in this subject and the time is 
not far distant when the insurance 
engineer will be as well recognized 
as is the civilor the electrical en- 
gineer. 





FREE TRADE AND SURPLUS LINE FIRE INSURANCE. 
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Of late years there has been an 
enormous increase in insurable values, 
aggravated by the fact that city sites 
have been re-occupied by buildings of 
infinitely greater size than those dis- 
placed, housing values far beyond 
what would have been credible twenty 
years ago. 

The National Board of Fire Under- 
writers has recently made this signifi- 
cant statement: 

The congested districts of our large cities pre- 
sent a constant menace to our members. No 
rate of insurance can be adequate for the protec- 
tion of insurance capital intrusted to us if these 
conflagrations are to be experienced with the 
frequency with which they have occurred dur- 
ing the past few years. If our members are led 
by past disasters to curtail their liability in these 
districts, the security upon which the credit of 
mercantile communities rests will be impaired. 

From these congested distriets comes a de- 
mand for additional insurance capital already 
far in excess of the normal demand for the pro- 
tection of other districts, and based upon this 
fictitious demand investors are deceived and 
the insuring public is misled by irresponsi- 
ble organizations, able, perhaps, to meet trifling 
claims, but wholly inadequate to the demands 
for indemnity growing out of conflagrations 
equal to those of Caicago, Boston, Paterson, 
and Baltimore. 

This matter has passed beyond the mere 
question of insurance rates and has become a 
question vital to the welfare of our country. 


Thus it will be seen that it is sug- 
gested in the first place that even 
strong companies may limit their lia- 
bilities in certain areas, and it may 
be added that where they do not do 
so directly, they effect the same ob- 
ject by reinsuring in unauthorized 
foreign institutions; that is, Conti- 


nental and British; and in the second 
place, that in the opinion of this rep- 


resentative board the insured does not 
receive the gross amount his policies 
call for when total loss occurs. 

The losses of Baltimore were largely 
in excess of $30,000,000, yet that sum 
is certainly the maximum which has 
been paid. Of that total, a very large 
proportion came from surplus line; 
that is, foreign and unauthorized in- 
stitutions, not one of which failed in 
its obligations. Much of this was re- 
insurance by foreign companies au- 
thorized to do business in New York 
State. 

But in New York State, organiza- 
tions of domestic origin are in most 
cases in a position to demand business 
before it can be placed in foreign or 
unregistered institutions. In New 
York State, as in other states, dating 
back to the time when a certain jeal- 
ousy of foreign capital existed in the 
legislatures, the law is such, that 
however doubtful the intending in- 
surer may be of the stability of a 
home company, he is yet under obli- 
gation to make offer of his risk to 
each one on the list before he can 
lawfully offer ittoa foreign company 
not registered. 

Section 137 of the New York State 
law covering this matter provides 
that the superintendent of insurance 
may issue licenses not exceeding 200 
in number permitting the holders 
thereof to act as agents to procure 
policies in unauthorized insurance in- 
stitutions. The fee for this license is 
$200 per annum, except in counties 
having a population ;of “less than 
100,000, in which case the fee is not 











Journal of Insurance Economics. 13 








to exceed $25. It is provided that 
before any insurance shall be issued 
under such a license agents holding 
the license and the party desiring in- 
surance shall both execute affidavits 
setting forth that the insured is ‘‘after 
diligent effort unable to procure the 
amount required to protect the prop- 
erty owned or controlled by him from 
the insurance corporations duly aua- 
thorized to transact business in this 
state.’’ It is further provided that 
the agent shall keep a list of insurance 
placed in all authorized companies 
with the amount of premium thereon, 
etc., and pay a tax of three per cent. 
on the premium written, for the sup- 
port of the volunteer firemen’s home. 
A bond of $2,000 is required of the 
agent as a warrant of his faithful com- 
pliance with the provisions of the law. 
It is further provided that all policies 
issued in violation of this law shall be 
void. 

The present situation in New York 
State is that strong authorized institu- 
tions cannot supply all the sound in- 
demnity needed. The deficit is made 
up, first, from weak concerns operating 
under the authority of a state license, 
and from foreign and unauthorized 
‘‘surplus liners’’ with whom the large 
authorized companies, both home and 
of foreign origin, are glad to re- 
insure. 

Let us examine this law. It states: 
‘‘Before any insurance shall be pro- 
cured,’’ etc., etc. Theinsurance de- 
partment holds that the licensed 
agent cannot issue an over-night cov- 
ering note without the execution 
then and there of the required affi- 
davits. This is often and plainly im- 
practicable. A sudden arrival of 
goods, for example, is a fair illustra- 
tion. But the affidavits themselves 
are nowadays essentially false. 

It is quite certain that in most 
cases the principal requiring insur- 
ance has not attempted to procure in- 
surance from all the corporations 
authorized to do business in the state, 


for the reason that in his capacity of 
guardian of property, he doubts the 
stability of certain of them. 

His procedure, then, is to go toa 
surplus line attorney, and execute an 
affidavit of inability to procure, etc., 
etc., after the “‘individual agent’’ has 
executed a similar one declaring that 
this inability is true of his personal 
knowledge, etc. The result is, of 
course, that the amount is procured 
in companies of stability, some of 
which are unauthorized, but at the 
cost of careless swearing, from which 
there is no honest escape. The whole 
process has become so common that 
itirks very few; but it is none the 
less as false as it is unnecessary. 

Insurance is a commodity. Men 
ought to be able to buy it, where they 
have a mind to, as they do boots and 
shoes. The law is in restraint of 
trade and it is gravely to be doubted 
if it is constitutional. 

The net result is that under the 
shield of this law, companies and as- 
sociations exist which legally can de- 
mand risks, which in case of loss they 
cannot meet. In case of ignorance or 
carelessness or genuine offering to all 
the authorized corporations, the vic- 
tim is the insured, the person pro- 
posed to be protected by the state. 
It is stated to be the fact that no per- 
son has ever been disciplined for the 
infraction of this law since it reached 
the statue book. 

There is but one remedy: to repeal 
it altogether. The only persons who 
should be responsible are the at- 
torneys of the surplus line companies. 
There are many ways by which, 
through them, the safety of the in- 
sured may be arrived at, and they of- 
fer practically unlimited sound in- 
surance capital which should be 
availed of toa larger extent than it 
is, as auxiliary to the authorized in- 
stitutions; for no objection is raised 
to the additional one per cent. tax 
which they pay for their circum- 
scribed privileges. 
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SHOULD INTEREST ON RESERVE BE INCLUDED IN PROFITS. 





COMMUNICATION. 


Chicago, May 16, 1904. 
To the Editor: 

Referring to your recently published 
article on the insurance profits of 
forty-one large agency companies in 
the last five years,it seems to me now, 
as it has always seemed, that any state- 
ment of this kind is erroneous. The 
unearned premium fund was not con- 
tributed by the stockholders of the 
companies, but was contributed by 
policyholders. It belongs to policy- 
holders, and under the ordinary form 
of contract can all be withdrawn by the 
policyholders. The interest on that 
large sum, therefore, is a part of the 
premiums received. In your state- 
ment it is not considered as such. 

Insurance companies are not like the 
man with one talent, who went and 
buried that talent in the ground so 
that it might be returned at the end 
of five years; but on the contrary they 
lend it out at interest, and this in- 
terest, without undertaking to go into 
figures, I should say in five years 
amounted to vastly more than the sum 
which you figure as gained in under- 
writing. What is the use of continually 
trying to hoodwink the public by mis- 
representing facts? 

Intelligent insurees ridicule with 
sneers the unvarying and never-end- 
ing statement that insurance com- 
panies are making nomoney. They 
point to the large dividends and the 
high price of stocks of most of the large 
companies, and say, “‘If theyare not 
making money, why don’t they quit?’’ 
At the same time, it is but a few years 
since I undertook to ‘‘call down’’ the 


financial editor of a prominent paper’ 


in this city, for asserting that all in- 
surance compunies had made money 
for a period of ten years back, based 
upon the statement of what the div- 
iderds of the survivors had been. I 
called attention tothe fact, that in order 
to make a correct showing, he would 
have to take in also all the companies 
that had in ten years failed and gone 
out of business; and that simply a 
showing on successful surviving com- 
panies, was an entirely unfair state- 
ment as the result of the business as a 
whole. 

This editor, after examining the 
statistics for ten years,concluded I was 
right. But on the other hand, while 


I have a wrong impression possibly in 


the matter, it seems to me any state- 
ment of insurance profits, or losses, 
which ignore, as a part of the profits, 
the interest income on the reinsurance 
reserve or unearned premium fund, is 
erroneous, fallacious and intended to 
deceive. 

Would be very glad to have you take 
the same companies that you figure on, 
and add to the premiums, the interest 
received on the reinsurance fund, 
calculating same at a low rate, say 
3 1-3 per cent., and see then what kind 
of astatement will be made. The 
writer has not time to make this cal- 
culation, but is very anxious to see it 
made, and also see this matter proper- 
ly presented, which in his mind has 
not been the case before, in any presen- 
tation by insurance journals. 

Agents continually have said to 
them, ‘‘Oh, your profits would show 
very different if you figured reinsur- 
ance liability.’’ Now, from an agent’s 
standpoint I say to companies, your 
profits would show very different from 
what the Journal of Insurance Eco- 
nomics makes them, if you will add to 
the ‘‘profits,’’ the interest on reinsur- 
ance fund, at the rate of 31-3 per cent. 
for five years for the same forty-one 
large agency companies. 

Iam not intending to express any 
opinion as to whether rates in general 
should be raised or not, in this state- 
ment; but I might say that with the 
very large number of fireproof build- 
ings already built and many more 
now in process in our ‘‘so-called’’ con- 
gested district, and the fact that we 
raised rates here 10 per cent. on build- 
ings and 25 per cent. on contents, two 
years ago, and were just about to take 
off the bulk of these advances when 
the Baltimore’ fire came, it is a ques- 
tion whether the ‘‘raise’”’ has not al- 
ready been “‘seen’’ by this player in 
the game of big cities. 

R. W. Critchell. 





We are very much interested in the 
point advanced by Mr. Critchell, in- 
asmuch as it attacks the method of 
computing underwriting profits here- 
tofore employed, and because his sug- 
gestion, if accepted, will make a very 
considerable difference in the balance 
sheet of the underwriting account. 

His claim deserves attention, and 
without agreeing or disagreeing with 
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his position, we present the results as 
they would appear if interest earned 
on the reinsurance fund were al- 
lowed. 

By our computation, excluding in- 
terest, it was shown that forty-one 
millionaire companies gained on un- 
derwriting $666,000 in five years, or 
slightly over one per cent. on the pre- 
miums written. 

We estimate that the average rein- 
surance fund of these companies dur- 
ing five years amounted to approxi- 
mately $100,000,000. Interest computed 
at 3 1-3 per cent. on that sum for five 
years would be $16,666,000, a total 
gain for the five-year period of $17,- 
332,000, a sum about equal to the loss 
paid by the forty-one companies in 
the Baltimore fire. In other words, the 
allowance of the interest item would 


make the companies just about square 
on the underwriting account for the 
five years. 

We hope that Mr. Critchell’s con- 
tention will attract attention and 
comment from other underwriters, 
for we helieve the point advanced is 
an important one, particularly in view 
of the close analysis to which fire in- 
surance computations are now suh- 
jected. We do not hesitate to say that 
if the interest item is to he thrown 
out of the underwriting account, the 
grounds for doing so must be very 
clear and unanswerable. If there is 
any doubt it had hetter be thrown 
in favor of the insuring public and in- 
cluded in profit and loss computations. 
By so doing the companies will at 
least escape all grounds for criticism. 


—Ed. 





HOW THE CONFLAGRATION HAZARD SHOULD BE HANDLED. 
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With millions of income for ordinary 
fire losses and nothing for confla- 
grations, what shall we do? We are 
told that the flat advance, pink slip, 
etc., are ill advised. But since ad- 
ditional income is needed, what is the 
quickest way to find out whence it 
should come? 

In a department store,the merchant 
does not expect the sales of dry goods, 
shoes and furniture to be alike in 
volume or to produce the same per- 
centage of profit. He does not inquire 
why the public buys more of one than 
the other, or why some goods must be 
sold at cost and others with ample 
margins. He does keep accurate ac- 
counts in each department from which 
to ascertain the facts; and these are 
used every day as guides for the en- 
couragement of larger transactions 
where money can be made and for 
the rearrangement, change or even 
discontinuance of unprofitable de- 
partments. 

In the fire insurance business, the 
possible transactions are limited by 
the value of property subject to dam- 
age by fire. It is not for us to inquire 
why the premiums from dwelling,mer- 
cantile and manufacturing risks are 


not alike in volume, or why some 
cities and some classes seem to show 
better results than others. As busi- 
ness men, we must accept the facts, 
see that they are recorded in a sen- 
sible, practical way and be guided by 
them. No permanent good can come 
from changes in fire insurance rates 
which are based upon crude returns, 
or no returns at all, of the particular 
districts or classes affected. 

When the disastrous record of Ari- 
zona demanded improvement, a com- 
mittee took plenty of time, examined 
the record for ten years,and estimated 
the income from a few cities and the 
larger groups of risks. One group 
of non-hazardous risks was found to 
have been uniformly profitable, and 
the recommendations left the rates 
unchanged; dwellings had been a los- 
ing class, and the increase was ap- 
plied to basis rates and exposure 
charges alike; mercantile risks were 
dealt with by intelligent application 
of the schedule; and the more hazard- 
ous classes were segregated, the self- 
sustaining in income being left un- 
changed, and the unprofitable classes 
heavily penalized. 

It is not contended that such a course 
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produced adequate rates for all the 
towns and classes in the territory or 
that this could te done hy any ordi- 
nary method. It was merely a com- 
mon sense way of dealing with the 
situation. When the invoice cost of 
silk is advanced so that the retail 
price will not equal cost, freight and 
expense of doing business, the mer- 


chant increases the retail price. The 
public either pays the price or stops 
buying silk. 

Arizona merchants in frame rows 
rated at 14 per cent. per annum did 
not all insure at the increased figure; 
and the shingle mill owner on Puget 
Sound, whose schedule rate is 20.65 
per cent. may not accept insurance 
at that price (if he can get it); but the 
Sagacious property-owner recognizes 
that insurance companies are not 
deliberately throwing business away, 
and that if they cannot afford to in- 
sure him for less his plight is so much 
the worse. He must reduce the hazard, 
transfer his burden to the insurance 
companies (which can only be done 
partially) or carry his own risk with 
no hope of ‘‘getting an average.”’ 

What does theory principally teach 
us? That the fire hazard may be 
measured by reasonable attention to 
detail as accurately as mortality in 
life insurance; that all the important 
facts upon which general rates must 
be based may be dealt with by the 
theory of probability; that the ques- 
tions of most weight in the business 
may be discussed by simple arithmetic, 
as well as in alge>raic formula; while 
there is ample scope for the most 
elaborate investigations known to 
higher mathematics in the depart- 
ments of lines, relative values of ex- 
posures, defects of construction, dif- 
ferences in occupancy, etc. 

How may these be applied? By 
using the simplest and most direct 
means, beginning first with material 
in hand. The disadvantage of be- 
ginning a scientific classification of 
fire hazards seems to lie in the fact 
that many years must elapse before 
the record may be used in rate mak- 
ing, if the recorded loss ratios are to 
be depended upon. Why wait for this? 

What we need to know most is not 
whether the area charge should be 
two cents or four cents per thousand 
square feet or the occupancy charge 
for groceries 30 cents or 45 cents; but 
rather how much too low in the aggre- 
gate the income on mercantile risks 
is, and what effect the facilities for 
fire protection and extinction in dif- 


ferent cities and towns seem to have 
had. 

The interest of the National Board 
in the fire loss record of large cities 
has led to better statistics until there 
are pro?ably 60 cities which preserve 
material of considerable practical 
value. Their key rates may vary 
from 20 cents to 75 cents. A com- 
mittee of really practical men could 
group these cities and obtain a fairly 
reliatle idea of the losses in each 
group for five years or more, both in 
and out of the congested disiricts, to- 
gether with the propor.ion of loss 
chargeable to buildings, to contents, 
and to stocks more especially suscep- 
tible to damage. 

If the companies could be induced 
to classify the income for such groups 
of protected cities for one year on a 
very simple division of premiums 
(even if no better than the old classi- 
fication of buildings and stocks, non- 
hazardous, hazardous and extra haz- 
ardous) and to make returns to the 
committee, some striking deductions 
could be drawn threfrom in 1905, for 
the income in one year will not vary 
greatly from that of another, under 
normal conditions. 

There is no good reason why one 
group of cities should continuously 
draw upon the premium income of 
other cities; and if the congested 
districts are not self-supporting, why 
not find it out and identify the chief 
offender? The theory of probability, 
as an expression, has a formidable 
sound, but does it mean anything 
more than a discussiun of, or deduc- 
tion from, the record of observed in- 
cidents for the purpose of ascertaining 
what series of similar incidents may 
be looked for hereafter? 

The trouble is that theorists and 
practical underwriters have held aloof 
from one another so that neither have 
done their best work. The theorist 
ascertains that 810 out of 1,000 loss 
claims on brick buildings in a given 
city will be less than 10 per cent. of 
the insurance affected,and forthwith 
places great stress upon the value of 
the figure. The practical underwriter 
retorts that the insurance affected is 
a variable quantity, that co-insurance 
clauses are uncommon, and that, be- 
cause they are not accurate the fig- 
ures are worthless. 

We must find a middle course before 
long or suffer from our own conceit. 
As Mr. Washburn pointed out recently 
there are no figures recorded now upon 
which to estimate closely the basis 
rates, deficiency charges, or credits, 
in any of the schedules. 





LIFE INSURANCE BUILDINGS OF BOSTON. 


ILLUSTRATED FROM PHOTOGRAPHS ESPECIALLY TAKEN FOR THE ‘‘ JOURNAL, 
OF INSURANCE ECONOMICS.”’’ 


In the recent development of Bos- 
ton’s financial center the life insur- 
ance companies have played a very 
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ENTRANGE TO PENN MUTUAL 
BUILDING 

important part. For many years the 
buildings owned by the Equitable, 
New England Mutual, and Mutual 
Life of New York, all of them mas- 
sive and imposing granite structures, 
were the only life insurance buildings 
in the city. In 1891 the John Han- 
cock Mutual Life completed the 
erection of a fine office building on 
Devonshire street, but not until 1901 
did the National Life of Vermont 
erect its attractive ‘‘ Annuity Build- 
ing ’’ on the same thoroughfare, to be 
followed in 1904 by the completion of 
two fine office buildings, one owned 
by the Penn Mutual on Milk street, 
and the other on Congress street 
erected in the name of the State Mu- 
tual of Worcester and largely owned 
by that company. 

There are, therefore, seven life in- 
surance buildings in Boston to-day, 


emphasizing the growth and develop- 
ment of this business, the holdings 
of the companies in real estate of 


this description aggregating over 
$10,000,000. In addition to this, the 


John Hancock Life has contracted 
for, and has already begun, the erec- 
tion of a large new office building ad- 
joining its present property, which, 
when completed, will increase this 
total valuation very materially, and 
give the company, with its present 
building, an office structure which 
will probably exceed in acreage any 
other in Boston. 

The styles of architecture prevail- 
ing at the time of the erection of the 
Equitable, New England, and Mutual 
Life buildings contrasted with more 
modern types, are strikingly shown 
in the illustrations accompanying this 
article, reproduced from recent photo- 
graphs especially taken for the Jour- 
NAL OF INSURANCE ECONOMICS. 

















ENTRANGE TO BQUITABLE 
BUILDING 
The New England Mutual Life 
built and occupied the first life in- 
surance building in Boston in 1857, 








18 Journal of Insurance Economics. 








at the corner of Congress and State 
streets, then the heart of the banking 
district. This building, however, 
soon became too small to accommo- 
date the company’s growing business, 
and land was purchased on the corner 
of Milk and Congress streets, facing 
what is now known as Post Office 
square. Upon this property the com- 
pany began in 1873 the erection of 
the present building, which has so 
long stood as a monument to the 
first mutual life insurance company 
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PENN MUTUAL BUILDING 
MILK STREET 





chartered in this country. At the 
same time the erection of the Equita- 
ble Building was begun, and shortly 
after that the Mutual Life Building 
adjoining the New England property. 

This ‘‘flurry’’ in life insurance 
real estate at that time grew out of 
the Boston conflagration in 1872, 
which swept over the section now 
occupied by these buildings. The 
erection of the Boston Post Office, 
with the opening of Post Office 
square, formerly comprised of a tri- 
angular group of buildings, presented 
an excellent opportunity for invest- 
ment in fine office structures which 
would be a credit to the city and 
assist in the restoration of the busi- 
ness section. 

The buildings of both the New 
England Mutual and the Mutual 
Life face directly upon Post Office 
square. The Equitable Building, 
erected to accommodate what then 
was, and still is, one of the company’s 
largest agencies, is farther up Milk 
street and faces the Post Office. All 
of these buildings, including that of 
the Post Office, are of the solid gran- 
ite type, with high arches, wide corri- 
dors, and lofty office rooms. They 
were then, and are to-day, monuments 
of good building, and at that time, of 
course, towered above the surround- 
ing structures, marking them con- 
stantly to the eyes of those who 
passed by. 

The Equitable Building was com- 
pleted in 1875 and the New England 
Mutual Building during the same 
year. The Mutual Life Building was 
opened to the public in 1878, like the 
others being put up to give the Bos- 
ton offices of the company a home, 
and also as an expression of the com- 
pany’s confidence in the value of real 
estate investment in the city of Bos- 
ton. 

The Mutual Life Building stands 
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to-day as originally constructed. At 
one time the company owned some 
property in the rear, but this was sub- 
sequently sold and in 1902 became the 
property of the New England Mutual, 
and is now occupied in part by that 
company for its own purposes. The 
New England a small 
four-story building in the rear of its 
main building on Congress street, 
all of which is used for the company’s 
purposes, except the first floor. This 
constant reaching out for more space 
is typical of the company’s growth, 
and indeed of the growth of life insur- 
ance itself. 

The original Equitable Building 
on Milk street did not reach to Fed- 
eral street, as shown in the illustra- 


also owns 


tion, but was ex- 
tended thereto in 
1885. This re- 
quired a rather 
unusual feat in 
construction, 
namely, the re- 
moval of the hand- 
soine entrance on 
Milk street in order 
to bring it in the 
center of the facade 
where it now 
stands. 

From 1885, when 
the Equitable ad- 
dition was com- 
pleted, until 1891, 
there were no de- 
velopments in life 
insurance real 
estate in Boston. 
In that year the 
John Hancock 
Building on Devon- 
shire street, one of 
the finest and best- 
appointed build- 
ings in the city, 
was completed, the 
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company occupying the two upper 
floors. Gradually, however, its quar- 
ters have been enlarged, until now 
two thirds of the building is used by 
the company. Desiring, however, to 
expand laterally, the company began 
some time ago to acquire property 
extending from its present building 
to Federal street. 

As a result, construction on a new 
building has already been begun, but 
the whole will probably not be com- 
pleted for some time. We are able 
to present with this article a repro- 
duction from a photograph of a plas- 
ter model of the proposed new build- 
ing, which will undoubtedly be one 
of the most imposing structures in Bos- 
ton, facing as it does on three streets, 
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STATE MUTUAL BUILDING 
CONGRESS STREET AND EXCHANGE 


PLACE 
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— Devonshire, Franklin, and Fed- 
eral. This building extension is an 
indication of the extraordinary growth 


which the John Hancock has met 


the whole structure pay well as an 
investment. 

The main entrance of the new 
building will be on Franklin street, 





EQUITABLE BUILDING — MILK, DEVONSHIRE, AND FEDERAT STREETS 


OLD STYLE OFFICE BULLDING OF SOLID GRANITE 
CONSTRUCTION — MONUMENTAL TYPE 


with in recent years. By its erec- 
tion the company not only hopes to 
accommodate its own business to 
much greater advantage, but to make 


but there will also be entrances on 
Federal and Devonshire streets. It 
will be thoroughly fireproof, ten 
stories in height, with a basement 
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and sub-basement. The first floor 
will be devoted mainly to banking 
and large stores. ‘The balance of the 
structure will be cut up into offices of 


PROPOSED JOHN 
FRANKLIN, 
MODERN TYPE. 


various sizes, 430 in number. The 
building will contain its own lighting 
and power plants, as well as a central 
refrigerating plant. Fireproof vaults 


will be located on each floor for the 
use of tenants. 

In 1r9go01 the National Life, of Mont- 
pelier, whose agency in Boston is 
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HANCOCK BUILDING 

DEVONSHIRE, AND FEDERAL STREETS 

NOTE CONTRAST WITH EQUITABLE BUILDING ON OPPOSITE PAGE 
REPRODUCED FROM PLASTER MODEL BY 


ARCHITECTS 


not only its largest but one of the 
most successful and enterprising in 
the city itself, purchased a small 
building located on Devonshire street. 
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This property was torn down and 
completely re-erected. It is one of 
the smallest office buildings in Bos- 
ton, but gains distinction from this 
very fact. Built of red brick, it 
stands between two loity office build- 
ings of buff and gray stone, and at 
once attracts the eye. ‘The ‘* Annu- 
ity Building’’ was erected by the 
National Life with the expectation 
that eventually it would be largely, if 
not wholly, occupied for the company’s 
purposes. ‘The ownership instead of 
lease of property in Boston was deter- 
mined upon in order that the com- 
pany might secure to itself the 
increment growing out of 


its own occupancy. The 
“Annuity Building’ con- 
tains some of the most 
desirable offices in the city, 
and is filled with good 
tenants. 


Within the past year two 
fine office structures in Bos- 
ton, bearing the names of 
life insurance companies, 
have been opened to the 
public. The Penn Mutual 
Building on Milk street is 
one of the best examples of 
modern office building con- 
struction in the country. 
The steel used is about 
thirty per cent heavier 
than is used in the average 
building, and every portion 
is thoroughly embedded in 
concrete. The floors and 
roof are of expanded metal 
and laid in concrete. This 
type of flooring withstood 
the test of the Baltimore 
conflagration. In its equip- 
ment the Penn Mutual 
Building offers facilities to 
its tenants of the most mod- 
ern kind. In the basement 
there has been installed a 
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“ANNUITY BUILDING ”’ 
OWNED BY THE 
NATIONAL LIFE INS. CO. 


duplicate power plant, duplicate elec- 
tric plant, and an ice plant. Every 
office in the building is supplied with 
hot and cold and ice water, also a 
portable steel safe and a_ portable 
wardrobe. Service and the use of 
electric light is included in the rental 
of ofices. The entire second floor of 
the building is occupied by the New 
England general managers of the 
company, Plympton & Bunting, the 
business of this office exceeding that 
of any other agency department main- 
tained by the company. This fact 
was mainly instrumental in leading 
to so large an investment in Boston 
real estate. The outcome 
is certainly a very hand- 
some building, contribut- 
ing materially to the 
extraordinary improve- 
ment which has recently 
taken place in Boston’s 
financial section. 

A noteworthy feature of 
the Penn Mutual Building 
is the entrance, in the arch 
of which is a fine statue of 
William Penn, from whom 
the company takes its 
name. ‘This statue is by 
Boyle, the noted sculptor. 
We have been able to re- 





produce a very fine illus- 
tration of this entrance. 
The building bearing 
the name of the State 
Mutual Life covers 12,000 
square feet of land, front- 
ing on Congress street, 
Exchange place, and 
Hawes street, giving it 
light, therefore, upon three 
sides, as well as in the rear 
for the upper stories where 
it towers above adjoining 
buildings. It is tenstories, 
and of first-class fire-proof 
construction. There are 
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two entrances—one on Congress street 
and one on Exchange place — with 
two sets of staircases facilitating egress 
from the building. The large offices 
on the main floor are to be occupied for 
banking purposes 
when equipment is 
completed. The 
third floor of the 
building, fronting 
on Congress street, 
is occupied by the 
agency of the com- 
pany, whose Bos- 
ton office has for 
many years been 
located upon this 
spot. 

The property is 
owned and con- 



















trolled by a corporation called the 
‘*Congress Street Associates,’’ espe- 
cially organized to erect this build- 
ing. The capital stock is $1,400,000, 
of which the State Mutual Life owns 
$680,000, A. H. Bullock, son of Pre- 
sident Bullock, being one of the three 
trustees of the building. 

The life insurance companies cer- 
tainly make a very creditable show- 
ing in their real estate investments 
in Boston,—a splendid city, by the 
way, in which to do business; no bet- 


ter in the country, we think. In 


fact Boston is said to be the best 


purchasing community in America. 


There are more people within fifty 


miles of Boston than within the same 
distance of any other American city 
except New York. It is the center 


MUTUAL LIFE AND NEW ENGLAND BUILDINGS ON POST OFFICE SQUARE 
THE_FORMER ON THE LEFT, THE LATTER ON THE RIGHT 
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of a large suburban district compris- 
ing manufacturing and agricultural 
interests and where business success 
and prosperity is the rule and not the 
exception. 

Railroad lines from all over New 
England and connecting with the 
Grand Trunk lines of the south, west, 
and north have terminals in Boston. 
It is claimed that this city is the 
wealthiest in the country per capita. 
It is a city of thrift and prosperity, 
where saving banks thrive and multi- 


ply and the insurance idea constantly 
grows. It is a good city in which to 
do business, clean and wholesome, 
giving the ‘best of everything and 
ministering to the wants of a varied 
people invarious ways. It is a grow- 
ing place looked at from any point of 
view, full of enterprising men and 
women who are as yet not so 
thoroughly commercialized as to for- 
get the spirit of their ancestors and 
whose sense of artistic fitness is well 
developed. 








same in all men. 


others. 


wherever it is encountered. 





PERSONALITY 
AS AN ELEMENT IN BUSINESS SUCCESS 


Personality is an important factor in business. 
often the main element of success. 

Personality, however, is a varied quality. It is not the 
It shows itself in many ways. 
same personality does not appeal to all people alike. 

Personality means originality. Those who imitate the 
personality of other people really have little of their own. 

People who are orginal do things differently from 
Therefore personality must, by the nature of the 
case, be varied and diverse. 

As a matter of fact, men of initiative powers rarely do 
business exactly alike. Each has his own peculiar method, 
his own plan of working out success,—a plan and a 
method which are absolutely adapted to his own case, 
and might be a failure in the case of another. 

Individuality is essential to personality. 
man wants to bring out the best there is in him, to use his 
faculties to the greatest advantage, to originate ideas, 
initiate plans of his own, and impress his distinctive 
characteristics upon the business. 

This is the essence of personality, and it tells in business 
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WHY WOMEN CAN MAKE SUCCESSFUL LIFE UNDERWRITERS. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY FLORENCE E, SHAAL, 


The twentieth century has been called the ““‘Woman’s Age,” and very justly, for there are few 
professions or occupations that women have not entered and in which by sheer force of ability and 
adaptability are not now standing shoulder to shoulder with men, winning suecess on the same 
footing—by their merits. Were you to ask me, What profession do you consider offers the best 
opportunities for women to-day, I should answer without a moment’s hesitation—*‘ Insurance.” I 
would so respond, not prejudiced by my connection with the insurance world, but honestly con- 
vinced by the experience of the last five years. 

Fifteen or twenty years ago a woman in the insurance field was rarely known, but within the 
past five or six years women have been attracted to this profession in constantly growing numbers, 
and men are beginning to realize that they have entered it to remain, and are worthy competitors 
with whom they must reckon. There is no limit to the opportunities within the reach of a success- 
ful life underwriter. There are plenty of women to assure, and there is plenty of money to pay for 
the assurance. If woman fails it will be for lack of proper mental equipment, will power, earnest- 
ness, or tact. If she is the right kind of woman and is determined to succeed, she cannot fail, and 
her success will be limited only by the amount of hard work she is capable of doing. ‘It is our 
actual work which determines our value.” 

The women of America are strong and healthy, brainy and fearless; they know that the world 
will not put.up with poor work simply because they are of the “‘weaker sex,” and they are anxious 
to show that in many respects they are the “ stronger sex”—strong in purpose, strong in endurance, 
and strong to resist temptations of all kinds. It goes without saying that the woman insurance 
writer has much higher standards than man. She is more conscientious and painstaking, has a truer 
sense of her vocation, and by intuitive sympathy, persuasive arguments and convincing facts, 
appeals to the altruistic side of human nature in presenting the assurance contract. 

The women who are entering the insurance profession are almost exclusively those who have 
had the advantages of the higher education. In my own department, numbering fifty women, 
almost every college in New England is represented. The women of Boston and vicinity are 
awaking to their opportunities in this line of work. Where a few years ago I had to seek agents, 
and wasted my enchusiasm in trying to prove the advantages of this occupation for women on deaf 
ears—now the bright, ambitious woman is seeking me, and to-day there are many in the business 
who are deriving incomes from one thousand to twenty thousand dollars a year. 

There is no occupation in which a woman is so absolutely free. She can come and go as she 
pleases, she can choose her own time and place, and the people whom she shall interview. There is 
none which is so broadening. She comes in touch with all classes of busy people, where the quick- 
ness of thought and the mental fencing necessary to make a good impression in about five minutes, 
develop many latent and unsuspected powers. If a woman has a proper sense of her own womanly 
dignity and worth, and is at all tactful in opening an interview, she will rarely be repelled or treated 
with rudeness. 

The agents of my department confine their efforts almost exclusively to women, and they find 
as a rule that women prefer to deal with women, both as medical experts in their examinations for 


assurance, and as writers of their policies; they seem to feel that they are getting the facts just as 
they are. 


The possibilities of the woman life underwriter in the next dozen years are unlimited, and the 
success she has achieved to-day is the best evidence of what can be accomplished by the earnest, 
determined, intelligent woman. It required courage, faith in one’s self, and devotion to the cause, in 
the heroic women who were pioneers in the insurance field; but their brave struggles through long 
years of prejudice and small results, have shown that they have the moral force and mental power 
to command the same success that men have achieved. 

Women have never sought for any acknowledgment of their work ; whatever honor has come to 
them has been won on its merits. They might well make these words of Confucius theirs: “I am 
not concerned that I have no place; I am concerned that I may fit myself for one; I am not con- 
cerned that I am not known; I seek to be worthy to be known.” 

My hope for woman in the future is, that she may always be worthy to be known in the insur- 
ance profession, or whatever occupation she may enter, because she has never lost sight of the best 
heritage she has—her true, noble Womanhood. 
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EXTENDED FIELD FOR THE PLACING OF NEW LIFE INSURANCE. 





JoHN M. HOLCOMBE BEFORE THE PHILADELPHIA LIFE UNDERWRITERS’ ASSOCIATION. 


Is life insurance overdone? Is there 
no longer fresh material to work 
on, except as it is supplied by new 
candidates who are reaching the 
age and condition for insuring their 
lives? 

Life insurance exists for the purpose 
of repairing the loss occasioned by the 
death of the individual who can pro- 
duce more than the cost of subsistence. 
We can measure the value of a single 
life with as much accuracy as we can 
the worth of other classes of property. 
The total present value of the future 
earnings of a single individual can be 
estimated, but the aggregate present 
worth of the future efforts of the en- 
tire working community can scarcely 
be even conjectured. If that could be 
known, it would appear that the chief 
part of the values of the world 
consists not of lands and buildings, 
nor of railroads and ships, nor 
stocks of goods, nor minerals, but 
of the earning power of the human 
family. 

Let us glance at some of the con- 
ditions which exist in the State of 
Connecticut. The census of 1900 shows 
us that there were in that state in 
that year 385,610 persons engaged in 
all occupations; of this number 186,- 
675, or somewhat less than one-half, 
were engaged in manufacturing, and 
the amount paid by these establish- 
ments in wages and salaries during 
that year was $95,053,775. Of this 
amount it seems reasonable to assume 
that two-thirds, or say $60,000,000, was 
expended in the support of others 
than those earning this income. If it 
is assumed that the average age of 
these producers is 30 years, and the 
present value of an annuity at that 
age is $17, and that on the whole the 
mortality among these persons will 
follow the table rate, it appears that 
this income represents a present value 
of future earnings of more than a 


thousand million dollars, any portion 
of which capital is liable to be cut off 
in any hour of any day. 

But these figures apply only to those 
engaged in one branch of labor, and 
this probably on the whole less re- 
munerative than the sum total of other 
occupations. The grand list of Con-. 
necticut in the year 1900 amounted 
to $694,000,000. This represents the 
amount of property subject to direct 
taxation in the state, by far the greater 
part of it consisting of real estate and 
buildings. 

Theoretically these properties are 
placed in this list at somewhat less 
than their actual value, but it is doubt- 
ful if, taking the whole state together, 
the value of real estate and buildings 
is materially greater than that placed 
upon them in the grand list. From 
estimates which have here been made 
there can be no doubt whatever 
that the present value of the future 
earnings of those engaged in va- 
rious occapations in this state is 
many times the amount of the grand 
list. 

Let us see now what protection was 
provided in that year by citizens of 
Connecticut against the loss of this 
capital. The report of the insurance 
commissioner for the year 1900 shows 
that there were at the close of that 
year life insurance policies outstand- 
ing on the lives of citizens of the state 
amounting to $149,970,752 of insur- 
ance. Some of these have been in force 
for many years, and it is certain that 
the average age of these policyholders 
is much higher than that of the general 
population. Assuming it to be 50, it 
appears that this amount of insurance 
represents an income which it is in- 
tended to protect of about $12,000,000, 
or about one-eighth of the sum paidin 
that year to those engaged in manu- 
facturing alone. 

It is evident that this protection is 
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far less than the amount at risk, and 
that the community is therefore con- 
stantly sustaining losses by death 
which are repaired only to a compara- 
tively small degree. Making allow- 
ance for the fact that many of the per- 
sons who are engaged in remunerative 
labor of various kinds are uninsurable, 
and that there are some who by reason 
of their finaneial condition do not need 
insurance, we cannot escape the con- 
clusion that in Connecticut alone 
there isnot one-tenth the amount of 


insurance carried by its citizens which 
there should be, and this in a state 
which has had its own life insurance 
companies for more than fifty years, 
and in which many of the best and most 
active companies in the country are 
represented. 

If this is the condition of things in 
the old and respectable and intelligent 
State of Connecticut, it is not un- 
reasonable to believe that the field in 
the other sections is not more thor- 
oughly covered. 





BROADENING OF CONNECTICUT MUTUAL LIFE POLICIES. 








CONTRIBUTED TO THE JOURNAL OF INSURANCE ECONOMICS. 








If coming events cast their shadows 
before, then the recent changes made 
by the Connecticut Mutual Life, in its 
policy contracts, may signify a wil- 
lingness on the part of the company 
to recede from its hitherto unyielding 
stand on the subject of contract liber- 
ality. 

In the February issue of this mag- 
azine the statement was ventured, 
‘looking ahead to the future, one can 
scarce avoid the speculation as to 
whether the successors of the present 
management of the Connecticut Mu- 
tual will not inaugurate departures 
as radical in the practice of that com- 
pany as have been made in the Trav- 
elers since Vice-President Lunger took 
hold.”’ 

The revised contract does not differ 
greatly from the old form. In com- 
parison with the contracts of its com- 
petitors, it is still ultra-conservative. 
But the changes made show a disposi- 
tion to offer some concession to the 
demands of insurees. 

This action of the company, though 
belated and small in degree, is of 
great importance. When life insur- 
ance was young in history and expe- 
rience, it was necessary that great 
care and deliberation be exercised in 
determining plans and methods, until 
the science of the business should be 


discovered and formulated. In the 
early days, insurance was frequently 
restricted toa term of seven years. 
Permission had to be obtained from 
the company before a policyholder 
could travel to Missouri. Applicants 
were required to be recommended by 
a director or company official. Many 
other features of those days would 
now be deemed ridiculous. 

It has been found that companies 
can safely give insurance that is prac- 
tically unrestricted, save for fraud or 
suicide in the early years of the con- 
tract. Little by little, restrictions 
and waivers have been whittled down 
until they no longer exist, except in 
the policy forms of one or two com- 
panies. In its new contract the Con- 
necticut Mutual has reduced the num- 
ber of restrictions, violation of which 
voided the policy save for its reserve 
value, to about half the former num- 
ber, and the language of the contract 
in this regard has been softened. 

Where the old policy read ‘‘in each 
and every of the foregoing cases, this 
policy shall become null and void,”’ 
except for the reserve, the new con- 
tract states, ‘‘....the company in- 
sures said life in a sum equal to the 
then net reserve upon this policy 

...’ The provision governing as- 
signments in the new contract con- 
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tains 47 words; the old paragraph on 
this subject took 126 words. 

The cash value privilege is allowed 
four times during twenty years in- 
stead of three times in the old con- 
tract; the first cash value being avail- 
able at the end of five years instead of 
ten. 

The company will find that the in- 
creased liberalty of the new contract 
will strengthen it;and the manage- 


J 

ment may thus be encouraged to re- 
move more restrictions, to extend the 
cash values, and add loans and ex- 
tended term insurance. It should be 
said, also, that among the recent 
changes, thirty days of grace in pay- 
ment of premiums are now al- 
lowed. 

On the whole, the company is 
to be congratulated upon its new 
policy. 





TENDENCY TO TAXATION OF CASH SURRENDER VALUES. 








WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY WILLIAM HuBBARD LAWTON. 








When under the stress of competi- 
tion the larger life insurance com- 
panies, following the lead of the Massa- 
chusetts companies, began to write 
cash surrender values in their policies, 
there were many who predicted that 
the movement would eventually de- 
stroy some of the chief objects aimed 
at by those who took such policies. 
In the first place it was predicted that 
in cases of bankruptcy the insured 
would find the protection he thought 
he was giving his family liable to con- 
fiscation by his creditors. It is 
pretty well settled now that any bank- 
rupt who has the right to surrender 
his policy for cash will be compelled 
to exercise that right. 

Again, it was pointed out that the 
movement would inevitably lead to 
state taxation of those values. For- 
merly a policy had no value that the 
insured could claim as his right at 
any time during its life. This made 
life insurance non-taxable as fur as the 
individual policyholder was concerned, 
a fact largely used as an inducement 
to insure. But with annual or other 
periodical cash surrender values en- 
dorsed in it the policy became a defi- 
nite promise to pay a definite sum in 
any year at the option of the insured. 
Therefore it would be taxable like any 
other ‘‘evidence of indebtedness.”’ 


Once more fulfilment has followed hard 
upon prophecy. After more or less 


desultory discussion of the matter by 
tax officials in different states, Ne- 
braska has finally led the way by de- 
claring that cash surrender values 
must be listed as taxable property. 
According to the press this step has 
caused a great outcry among insurance 
men in that state, and we are told 
they propose to fight the State Board 
of Assessment on the ground that it 
will be double taxation inasmuch as 
the companies already pay a tax on 
the gross premiums to the insurance 
department. As the cash surrender 
values are derived mainly from the 
premiums it is quite clear that the 
Same value is being taxed twice. 
Now it has been pretty well es- 
tablished that where a corporation 
paysa tax on its assets it is double 
taxation to levy on the shares any 
individual residing in the same state 
may hold in that corporation. If the 
insurance companies were obliged to 
pay a tax on their assets or reserves 
belonging to the policies in force in 
the state, there might be good ground 
for the above contention. But such 
is not the case. The companies are 
taxed on the gross premiums col- 
lected in the state each year. Now it 
is perfectly clear (1) that the state may 
tax the same property in different 
years, and (2) that the cash surrender 
value of a policy in any one year 
is not derived from the premiums paid 
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in that year. This value is,or is based 
on, the terminal reserve of the pre- 
ceding year, which reserve is of 
course accumulated from former pre- 
miums. Thus, if the state taxes the 
premiums collected by the companies 
in 1904, a tax upon cash surrender 
values is not another tax upon those 
premiums for the simple reason that 
the cash values are derived from the 
premiums paid in 1903 and preceding 
years. The argument against double 
taxation is sound, but like the flowers 
that bloom in the Spring has nothing 
to do with the case. 

It goes without saying that the in- 
surance men of Nebraska will have 
the active sympathy and backing of 
every man who carries a cash sur- 
render policy. Possibly they may win 
their fight but it will be on sentiment- 
al grounds. For many years the life 
insurance companies have fought 
taxation in any form of life insurance 
on the broad ground that insurance is 
indemnity not only for the individual 
but for the state, in that it provides 
against beneficiaries becoming a pos- 
sible charge upon the community. 
Hence itis clearly against public policy 
to lay any burden on life insurance. 
Unfortunately for the strength of this 
argument, sound as it is, the general 
trend of soliciting today presents life 
insurance as an investment with inci- 
dental protection. It is but natural 
that state authorities should take 
agents and companies at their word. 
Other forms of investment are taxed 
—why not life insurance? The com- 
panies of their own accord have re- 
moved the only hitherto perplexing 
element of the property, viz:—the 


value, by stating clearly in the 
policy just what the value is year 
by year. 


What may be the ultimate result of 
all this, should the position of the 
Nebraska Board be sustained and 
other states promptly follow suit, as 


they will, is not within the scope of 
this paper to discuss, but it opensa 
fruitful field for thoughtful conjecture. 
It is an open secret that few actuaries 
like the cash surrender option, fear- 
ing its effect on the companies in time 
of general panic and distress. It is not 
likely that cash surrender policies will 
be very popular if it is known that 
with each policy the insured assumes 
a liability to a steadily increasing tax 
which he cannot dodge. 

Will the latter state of affairs then 
prove the last straw and lead to the 
general abandonment of this form of 
policy? What will be the result on 

he Massachusetts companies which 

are compelled by law to grant cash 
surrender values? And finally if it is 
established that cash surrender values 
are taxable,and the unfortunate policy 
holder is called upon to pay the tax 
not only for the current year but also 
possibly for many years back, the item 
of ‘‘business in force’’ is likely to wit- 
ness a woeful reduction in many of 
our tax-ridden states. 

Innovations in life insurance in the 
closing years of the nineteenth century 
were hailed as an evolution or a revo- 
lution of the business. Possibly we 
are now approaching a period of 
devolution. If these troubles about 
cash surrender values lead to a return 
to the sound fundamental basis of life 
insurance as indemnity pure and 
simple, the world will surely be the 
gainer by it in the end. 

I believe this question of taxation 
will have a good effect on our busi- 
ness in the end. It will tend to make 
us all stop and think that if we claim 
any exemption or favor at the hands 
of the public, on the ground of the 
unique benevolence of life insurance, 
we must keep that business unique. 
When we try to compete with savings 
banks and trust companies, we must 
expect to incur their liabilities and 
expenses also. 
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ECONOMIC RESULTS IN LIFE INSURANCE FOR A DECADE. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY BENJAMIN F, BROWN. 


The question of administrative econ- 
omy in the conduct of the business of 
life insurance, almost needless to pre- 
mise, is not one that is determinable 
by an expense ratio however based, or 
for that matter by any method of 
comparison which does not take into 
account the varying conditions of 
business under which different com- 
panies are known to operate. In a 
general way, it may be said, thata 
scale of expenditure higher than the 
average does not necessarily imply ex- 
travagance or waste, any more than 
one below means in all cases economy. 
The elements of differentiation bear- 
ing upon the question are many, and 
its final solution can be reached only 
on the basis of material and clearly 
visible results. 

In this view let us consider briefly 
the ratio of expenses to premiums, as 
being the more generally accepted 
and seemingly the more logical method 
of measurement, since there is in- 
cluded in the make-up of the gross 
premium the loading expressly pro- 
vided for expenses. In my published 
works of the last few years, I have 
cited at some length the causes which 
operate to deprive this ratio of its 
assumed significance asa gauge of 
comparative economy. So far as re- 
quired for present purposes they may 
be recapitulated here. 

First, the varying proportion borne 
by premium receipts as a basis of 
measurement to the outstanding busi- 
ness, as evidenced by ratio of the 
former per $1,000 of the latter. Aside 
from purely business conditions not 
necessary to detail here, this ratio is 
influenced by the make-up of pre- 
mium income which in some com- 
panies include greater or lesser sums, 
received as consideration for annuities 
upon which the expense is compara- 
tively trifling, also the purely con- 
structive or bookkeeping item of sur- 


render values used to purchase paid- 
up insurance, expense nil. Under 
such conditions the ratio above desig- 
nated has taken on in the recent past, 
a range in different companies of from 
less than $26 to well towards $50 per 
thousand of insurance. As this pre- 
mium unit represents the specific 
sum of which the expense ratio 
is a percentage, the inequity of the 
premium divisor as in and of it- 
self a basis of measurement becomes 
apparent. A ratio, for example, say of 
25 per cent., may mean very different 
things in dollars and cents cost per 
thousand of insurance in different 
companies, while on the other hand, 
a given cash cost may be represented 
by relatively wide apart ratios to pre- 
miums; so that, as a starting point 
merely, the ratios should be used in 
combination, the one as a ‘‘steadier,”’ 
as it were, of the other. 

The next consideration is the com- 
parative magnitude, or ‘“‘size,’”’ of 
volume of new business as compared 
with the old. Within the past decade 
this has ranged from a minimum of 
less than $60 to (in an extreme in- 
stance) over $400 per 1,000 in force at 
the year’s beginning, with an in- 
dividual maximum of $290, and an all- 
company average of 163 for the entire 
period. When it is considered that 
in the great majority of companies 
the cost of new business constitutes 
the bulk of expenditure, the import- 
ance of the ratio of volume needs no 
argument in demonstration. 

It should be apparent from the fore- 
going that the expense ratio per se is 
a mere expression of the range of ex- 
penditure under different business 
conditions, and that is all. 

The final consideration relates to 
the quality of the business, the im- 
portance of which in its relation to 
economy can scarcely be overesti- 
mated. An essential premise in this 
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connection is, that all other things 
being equal, the larger the volume of 
new business relatively and by com- 
parison, the greater must be the pro- 
portion gained. Other things, how- 
ever, are manifestly more or less 
unequal. Owing to the wide range of 
volume in different companies the 
percentage of gain, of which there 
have been some striking instances of 
late years, is apt to be somewhat 
illusory and misleading from the eco- 
nomic standpoint. The larger the 
volume the more likely to be covered 
up and lost sight of is the possibly 
more than corresponding amount of 
waste, so apt to be its accompaniment. 
In order, therefore, to arrive at cor- 
rect conclusions, proportional gain 
should be measured by the propor- 
tional volume which is its source. 
Equation on this basis is attained 
simply by multiplying the ratio of 
gain by 100 and dividing product by 
the ratio of volume. 

By such process the gain of each 
company from new business of what- 


ever volume is given its true relative 
or economic value as upon the uniform 
basis of $100 of new to $1,000 of old 
business. And just here is demon- 
strated the quality or comparative 
persistence of the business as placed 
upon the books from year to year; 
with what bearing upon the main 
question, when considered in connec- 
tion with the expense ratio, I leave to 
the reader to judge for himself. 

The accompanying table presents in 
practical illustration all the differen- 
tiating elements discussed in this 
article; which, in turn, affords all ex- 
planation necessary to intelligent 
comprehension of the table. All that 
needs to be added is that the premium 
receipts as given in second column 
include only the pure gross premiums 
for life insurance, receipts for annu- 
ities and surrender values used to 
purchase paid up insurance being 
eliminated, as are also commissions 
paid on annuities from expenses. In 
these respects, therefore, all com- 
panies stand upon an equal footing. 








HOW MUCH LIFE INSURANCE SHOULD BE CARRIED? 


JAMEs H. HYDE IN THE SATURDAY EVENING Post. 








These three questions may be asked: How 
much assurance should a young man carry on 
his life? What relation should the premiums 
bear to his income? What relation should the 
amount of his policy bear to the amount of his 
other investments? 

There must be an infinite variety of answers 
to these questions because there is an infinite 
variety in the circumstances of different men. 
But my earnest advice to every young man is 
to make an effort to save at least one-third of bis 
income; and one-half of this saving can,in my 
opinion, be most advantageously used, from 
time to time, by investment in life assurance. 

Indeed, there is no other investment which 
can be paid for in small instalments so con- 
veniently. Thus invested, it will bring a return 


to his heirs in the event of his pemature death; 
and if he continues to live he can accumulate 
the other half of his savings and use them 
for investments in stocks, bonds, and real 
estate. 

But I hear some one ask, Why use so large a 
portion of his income in that way? Because life 
assurance is the only agency offered for preserv- 
ing his earning power, which is all the capital 
a young man has at the beginning of his career, 
and sometines all that he has for many years. 
His power to earn a living is to him what real 
estate, money, and personal properties are to 
the capitalist, and for that reason it should be 
made secure by a life assurance. This is an im- 
portant fact that is either overlooked or not un- 
derstood by the majority of men. 
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WHAT THE SPECIAL JOURNAL HAS DONE FOR LIFE INSURANCE. 





WRITTEN FOR THE JOURNAL OF INSURANCE Economics By JosEPH A. De Borr. 


Doing work by corporations and 
multiplying exchanges of values and 
of service among the people asa whole, 
have of necessity contributed very 
much to the growth of corporate insti- 
tutions. At the same time, the principle 
of competition for a clientage, whether 
of college men, bank accounts, mer- 
chandise exchange, insurance policies, 
magazine subscriptions or of traveling 
patrons, has greatly stimulated the 


extent and quality of the services 
rendered. 

Thus it comes to pass, as a matter 
of fact, that mankind in general has 
more, gets more and enjoys more than 
in former times, and so, too, it happens 
that the very forces which are so often 
criticised by the unthinking, or,rather, 
by the careless and imperfect thinkers, 
namely, corporations and commercial 
organizations, inherently themselves 
tend to equalize and improve living 
conditions for the race. 

Everything big at once fills the pub- 
lic eye and invites comparison and by 
that fact sustains envy, criticism and 
competition in their most violent 
form. Everything big, therefore, must 
have the services of many adherents 
and their morale and work require 
that the enterprise with which they 
are identified be wisely and morally 
directed. Otherwise you would have 
the anomaly very soon of an attempt 
to keep up publicly a large factor of 
service by servitors who themselves 
are conscious of bad work, incorrectly 
applied principles, wrong tendency 
and adverse control. A great thing 
cannot be kept up under such in- 
herent wrong. 

The foregoing rather badly expresses 
the idea which is back of the follow- 
ing statement—that nothing more 
truly proves the greatness per se of 
life insurance, its need to the people, 


its actually having done them service 
and the general correctness of its 
practice, than the fact that it has re- 
corded about sixty years of successful 
work and at the close of that period 
stands forth stronger and better quali- 
fied for service than ever before. It 
has achieved this distinguished result 
against the competition of all other 
forms of financial and investment 
work and through a season of his- 
tory when the tendency to a more 
rapid consumption of wages, of sal- 
ary and of income was especially 
marked. 

One marvel of this rapid, widespread 
and universal use of life insurance has 
been this, the masterful silence on the 
subject in the most noted works of 
doctors of political economy and 
finance. That silence, however, has 
been compensated for effectively by 
some unusually able, scholarly and 
broad-guage specializing in the field 
of insurance journalism. That field 
has had men in it for many years who 
are familiar with all the departments 
of work which the life office requires 
and who have added to their knowledge 
the use of a ready wit, a popular style 
and, on the whole, a very honest re- 
port. 

If, therefore, apart from the mere 
statistics of the subject, the history of 
life insurance is sought, it will be 
necessary to consult the files of the 
best insurance press and there will be 
found the personalia, growth, dis- 
cussion and evolution of life insurance 
thought and much more on the effec- 
tive supervision of the institution it- 
self than is commonly supposed. 

The insurance press has been in 
some sense a faculty of instruction all 
these years and it is today one of the 
great functions of the press to suggest, 
teach, train and inspire the best 
thought in the most unprejudiced way 
for all who would not only keep pace 
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with but somewhat ahead of the 
average life insurance work. 

In this particular the institution 
logically developed the special journal 
and the journal naturally became to 


many an Officer, agent and supervisor 
one of the main counselors and ad- 
visors on the subject. I gratefully ac- 
knowledge my own personal obligation 
to the insurance press in this respect. 





WHY STATE INSURANCE EXAMINATIONS ARE NECESSARY. 








WRITTEN FOR THE JOURNAL OF INSURANCE Economics By S. H. WOLFE. 








The existence of corporations is an 
indication of development in com- 
mercial history, and must be looked 
upon as one of the neccessary ac- 
companiments of the complexity of 
modern industrial features. The first 
banking functions were performed by 
the private or individual banker, and 
in the same way the first insurance 
transactions were of a personal nature 
if we may so look upon the principle 
of mutual insurance which has been 
construed as existing in the Anglo- 
Saxon guilds, whereby the participants 
made fixed periodical payments to- 
wards a common fund, which was 
drawn upon when loss arose from 
fire, flood, robbery or other calami- 
ties. 

Although the private banker exists 
in a limited fashion today, the private 
insurer is an almost unheard of 
quantity, and itis a fact worthy of note 
that the important character of the 
science of insurance should have been 
realized at so early a date as 1660, for 
we are told that soon after the Restor- 
ation a scheme of fire insurance was 
set on foot by ‘several persons of 
quality and eminent citizens of Lon- 
don.’’ The king approved of the pro- 
ject and referred it for attention to the 
common council, but this body was 
evidently loath to clothe individuals 
with such power for they rejected 
the proposal ‘‘on the ground that 
they thought it unreasonable for 
private persons to manage such an 
undertaking, or that any one but the 
city should reap the profits of the 
enterprise.”’ 

Individuals can operate only in a 


limited field, and within that circum- 
scribed domain their personal qualifi- 
cations are so well known and so firm- 
ly established that there is no need 
for going outside for information 
as to the reliability or integrity of 
the individual. But corporations, by 
virtue of the increased amount of 
capital which they are able te attract 
to themselves, are thereby enabled 
to increase their field of operation 
until the local aspect is entirely 
eliminated and the patrons of the 
corporation are dependent upon other 
sources for their knowledge of its 
reliability. In this I think may be 
found the germ of the idea of super- 
vision as it is applied at present to 
banks and insurance companies, and 
as it will be applied in the near future, 
in my opinion, to industrial corpora- 
tions carrying on great enterprises in 
which a large number of citizens are 
interested 

Corporations have certain privileges 
which are not granted to individuals, 
and it is but proper, therefore, that 
they should be subject to such visita- 
tion and examination as seems fit and 
proper to the legislature which brought 
them into existence. The policyhold- 
ers of an insurance company are, if 
anything, entitled to a more elaborate . 
system of examination of the corpora- 
tions in which they are interested, 
than are the depositors in a bank. In 
the latter case the depositor may use 
his individual judgment as to the 
manner in which the institution is 
being conducted, and if he does not 
like either its officers or its methods 
he may withdraw his deposit and 
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thus end his connection with no loss 
or detriment to his interests. 

In the case of the policyholder, how- 
ever, he enters into a contract which 
may not mature for years to come, 
from which he may not retire without 
a sacrifice in many cases almost pro- 
hibitive, and one into which he enters 
with the possibility, aye, even proba- 
bility, that when the final negotiations 
are concluded he will be no longer on 
this earth to attend to the adjustment. 
These differences, when considered in 
conjunction with the technical charac- 
ter of the contract, afford, in my 
opinion, ample justification for the 
statutory enactments relative to the 
examination of insurance compa- 
nies. 

There are capable insurance depart- 
ments and incapable ones, just as there 
are capable company executives and 
some who are unfit by education and 
character to administer the sacred 
trust placed in their hands. There are 
honest and dishonest examiners em- 
ployed by insurance departments in 
the same way that there have been 
honest and dishonest company officials. 
But if the modern methods of examin- 
ation and supervision had been applied 
to companies thirty years ago, there 
would have been no such serious or 
disastrous failures as this country 
witnessed during the ’70s. Thirty 
years ago there were forty-two com- 
panies operating in Massachusetts, 
fourteen of which are no longer per- 
mitted to transact business. If the 
rigid rules which are now insisted 
upon by the capable insurance depart- 
ments of this country had been ap- 
plied before the final disintegration of 
those fourteen corporations, the citi- 
zens of this country would have been 
saved many millions of dollars. 

An examiner today, if he is to prop- 
erly perform his duties, must not only 
make test audits of the accounts of 
the corporation, verify the presence of 
its assets, determine the character and 
market value of its investments in 
order that he may state whether they 
are within the laws governing such 


matters, and correctly estimate its 
liabilities, but he must also determine 
whether the coroporation is treating 
its policyholders fairly, and whether 
there are any conditions existing in 
the management which, while ap- 
parently within the law, necessarily 
involve great danger in the future. 

These are his duties and he must 
perform them without fear or favor, 
without prejudice either for or 
against the institution or its officers. 
He must be utterly indifferent to the 
gibes and sneers of those who, through 
faulty intellectual development or 
selfish interests, are unable to ap- 
preciate the work which he is doing, 
and who think that they can best aid 
the institution examined by intemper- 
ate abuse of the examiner. He must be 
prepared to face the unpopularity 
which is usually the reward of one 
who dares to question the doctrine 
that ‘‘Might Is Right.’’ He must make 
up his mind slowly and only after 
taking the best counsel of those who 
are able to inform him on technical 
matters beyond his ken. He must re- 
gard the approval of his own con- 
science as the sole standard of ap- 
probation. 

There never existed a time in the 
history of financial operations when 
the necessity for the supervision of 
corporations was so great as at present. 
We have just passed through a pecul- 
iar period. Not quite four years ago 
the question of the standard of our 
currency was submitted to the voice 
of the people. Since that time this 
country has witnessed the capitaliza- 
tion (and in the opinion of many 
competent critics, the over-capitaliza- 
tion) of industrial enterprises. Even 
at this day financial conditions are 
not in the satisfactory state which is 
looked for by conservative investors. 
It is easy to imagine that insurance 
corporations, through their numerous 
ramifications, could easily have been 
involved in disastrous enterprises. If 
the examination system which is now 
practiced in this county is responsible 
for saving the companies from this 
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misfortune, it should be hailed asa 
blessing. 

Since the ideal examination is one 
which isa mere recital of facts, each 
one of which is susceptible of legal 
proof, it must follow that a company 
which is honestly and properly ad- 
ministered, need have no fear of an 


examination, and it has been my ex- 
perience that only those companies 
which have had something they de- 
sire to keep from the knowledge of 
the public, rant about the evil of 
supervision and desire to avoid the 
results of a properly conducted in- 
vestigation. 





INSURANCE JOURNALISM AS IT IS AND AS IT SHOULD BE. 








WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY FRANKLIN WEBSTER. 








The insurance business has never 
had, nor has it today, a proper repre- 
sentation in the journalistic way. In- 
surance journals compare unfavor- 
ably, in ability, in income and in use- 
fulness, with many trade publications 
of other kinds. The iron and steel in- 
dustry, the dry-goods trade, the elec- 
trical industries, the drug trade, the 
numerous other trades and industries, 
are represented by journals of large 
revenue, large circulation and large 
influence. Scarcely any business in 
the country is more important than 
the combined insurance interests. Yet 
insurance publications, as a rule, are 
petty sheets having little influence or 
circulation and limited revenue. Per- 
haps there are a dozen insurance pub- 
lications that are run on business prin- 
ciples, with an earnest and serious pur- 
pose to serve the insurance business. 

Some insurance publishers have a 
sense of humor. They print deliber- 
ately as few pages as possible, in as 
large type as possible, as infrequently 
as possible. Yet the thinnest kind of 
an insurance monthly (whose impres- 
sive paid circulation of 113 copies is 
produced twelve times a year at a 
gross mechanical cost not to exceed 
$500 per annum) is held, by many in- 
surance companies, to have as much 
claim for recognition and substantial 
support as other publications which 
gather news and data at large expense 
and reach an audience of thousands of 
paid subscribers every week. 

It is sometimes suspected that cer- 


tain insurance publishers reason in 
this way: ‘‘Without particular trouble, 
I can secure the ‘cards’ of so-and-so 
many companies. Two-thirds of the 
companies will become subscribers 
also. That will give me a gruss income 
of $10,000. I need $8,500 myself, so I 
will pay $500 for office rent, $3 a week 
for an office boy,and allow $350 a year 
for incidental expenses. I will publish 
a monthly paper to cost about $40 a 
month or $500 a year.”’ 

Their further thought proceeds in 
about this way: “‘I will devote two 
days a month to getting out the paper 
and spend the rest of the time calling 
on the companies. The officers will 
always be glad to see me. I will ped- 
dle gossip and the latest stories from 
one office to another. The companies 
will renew their cards because I am 
so agreeable. If anything important 
comes along, I will write a stupendous 
article, and sell a thousand copies of 
my paper. That will give me ‘circu- 
lation.’ All will be well. ThusI shall 
get along comfortably, easily. The 
Hoopla Insurance Company will pay 
me just as much to advertise its annual 
statement among my 113 readers, as it 
will pay my contemporary who has 
10,000 readers and gets out a paper 
every week that costs $50,000 a year 
or more.”’ 

The insurance business makes stand- 
ards for almost everything, but it has 
no standard for insurance journal- 
ism. 

Anything printed and bound (es- 
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pecially if it has a cover, is printed on 
heavy paper and looks thick) will pass 
muster—particularly if it has been 
published for twenty or twenty-five 
years. Insurance papers, journals, or 
whatever they are called, which have 
reached 113 paid subscribers, weekly 
or monthly, for a quarter of a century, 
will always have their advertisements 
renewed. They have vested rights, 
perpetual franchises. True, the periodi- 
cals of this class do not have much 
business, but what they do possess is 
as solid as the hills. And it is enough 
to keep them alive. No new publi- 
cation that is merely enterprising, 
useful and widely circulated, can 
compete with them in old fogy 
offices. 

Strange to say, the difference that 
exists in insurance newspapers of the 
present day—and any careful observer 
will notice that some papers are differ- 
ent from others—is due to the reve- 
nues which come from circulation, and 
not to the revenues from advertis- 
ments. In other words, alert insur- 
ance agents all over the country seem 
to prefer to read wide-awake publi- 
cations, and they subscribe for them 
in sufficient numbers to permit the 
publishers to do good work. There is 
at; least one insurance paper that de- 
pends more upon its income from 
circulation than from advertising. If 
it had to choose between the one and 


the other, it would let the advertising 
go and keep the circulation. And it 
has as much advertising from legiti- 
mate companies as any other insur- 
ance paper at that. 

This is a fair description of the situ- 
ation in insurance journalism today. 
Yet was the insurance business ever 
more in need of the benefits which 
printing ink alone can provide than it 
isnow? There is need for an insur- 
ance paper which will far surpass any- 
thing hitherto published—a paper that 
will affect public opinion, lead in the 
discussion of insurance questions, and 
be a power in every state and city. 
A few companies realize this. The 
majority do not. 

But a change willcome. Some day 
there will be a concentration of the 
moneys now wasted in sops to scores 
of impotent and utterly useless jour- 
nals. Insurance journalism will be 
put upon a better basis and compare 
favorably with the highest types of 
class journalism in other fields. When 
that time arrives, some insurance pa- 
pers will build up staffs composed of the 
best experts in all branches of under- 
writing; they will have circulations 
measured by tens of thousands; they 
will be received and welcomed every- 
where in the business world as cred- 
itable and influential representatives 
of insurance opinion and purveyors of 
insurance news. 





FUTURE TREND OF LIFE 


INSURANCE COMPETITION. 








WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS By PERCY V. BALDWIN. 








The question of a uniform policy in 
life insurance is one which has re- 
ceived much consideration and caused 
considerable speculation from time to 
time. The possibility of an agree- 
ment on the part of the various com- 
panies to use a form identical in word- 
ing seems to me extremely remote. 
Agreements between life companies 
have been much less frequent than 
among fire companies, and even when 


made have in most cases been of short 
duration. 

Despite this fact, force of circum- 
stances will unquestionably event- 
ually produce policy forms practi- 
cally similar for allcompanies. Com- 
petition today is so strong and keen 
that it is the aim of each company to 
make its policy as liberal as possible. 
There is a limit to which this liberal- 
ity can be carried and the tendency on 
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the part of the companies is to ad- 
vance toward that limit as rapidly as 
competitive conditions compel. The 
limit being stationary and each com- 
pany advancing toward it, there will 
of necessity come a time not so far in 
the future, when all of the companies 
will have reached the same point and 
their policies will then have become 
practically identical. 

When this condition is reached com- 
petition will necessarily be directed 
almost entirely along the line of the 
records of the companies themselves. 
Not so many years ago the issue of 
competitive literature was almost uni- 
versal. This was often only a thinly 
veiled attack upon the company with 
which a comparison was made, and 
inasmuch as the home offices insti- 
gated and fostered such attacks by 
the issue of literature, usually unfair 
and often almost defamatory, the 
agency force naturally took its cue 
from the home office and frequently 
made savage attacks upon the busi- 
ness and even the reputation of a 
competitor. 

Gradually this so-called competitive 
literature has been eliminated, and 
today the comparisons issued are in 
most cases fair and legitimate. Per- 
sonalities in competition have largely 
ceased, due in a great measure to the 
personal acquaintance derived through 


the various underwriters’ associations. 
Insurance men today realize that a 
competitor need not necessarily be an 
enemy, and some of the strongest per- 
sonal friendships are between men 
representing different companies. 

Personalities and competitive litera- 
ture being largely elininated, there 
remain as a basis for competition only 
the results accomplished by the com- 
panies, and it is upon this basis and 
along this line that future competi- 
tion must take place. The public to- 
day is rapidly becoming educated in 
the matter of insurance, and the 
greatest increase in business, the 
most persistency in insurance in force, 
will be shown by that company whose 
agents can prove to applicants and 
policyholders that their funds are 
safely and profitably invested, and 
that the cost of the protection fur- 
nished is as low as human brains and 
management can make it. 

In the future the home office finan- 
cial management will be of more as- 
sistance to the field menin the pro- 
curing of business than will any other 
single point. The agency force of a 
company is that company’s most crit- 
ical observer and when the agents 
honestly believe that their own com- 
pany is furnishing the best insurance 
to be obtained they will become al- 
most irresistible in competition. 








LIFE INSURANCE PAID IN INSTALMENTS OR IN ANNUITIES. 





By JAMES T. PHELPs. 


In the majority of cases life insur- 
ance is taken to provide for women 
and children a maintenance in place 
of the husband and father. To accom- 
plish this itis necessary that the money 
value shall not be unwisely invested, 
misspent, or spent too fast. 

Annuities certain for children will 
take care of them, educate them, and 
in other ways cover them until able 
to care for themselves. And lifeannu- 


ities will personally conduct the 
finances for a widow, so that she will 
have a positive reliance and will re- 
ceive a fixed sum at stated times, 
usually quarter yearly, during life. 
‘*As true as she lives, as long as she 


lives.’’ Whata promise! No loss by 
bad advice; no loss by bad invest- 
ments; no luss by meddling friends (?) 
or self-styled financial advisers; no 
loss by sleek or sanctimonious or sleek 
and sanctimonious swindlers; no quick 
parting with the bunch of secu- 
rity. 

On the contrary, her demand is 
limited to a three months’ supply, and 
the supply outlasts the need. She 
draws her money as long as she draws 
her breath, and by this limit and by 
the laws of mortality the earning 
power of the principal sum can be in- 
creased, according to age, from two to 
five hundred per cent. 
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WHY LIFE INSURANCE SOLICITING SHOULD BE A PROFESSION. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS By EDWARD A. Woops. 


A profession is distinguished in sev- 
eral ways from a trade. A profession 
implies a higher ethical standing than 
a trade;a tradesman is avowedly in 
business for the purpose of trading at 
a profit, while a professional man is 
pursuing a higher calling where con- 
siderations of profit are not para- 
mount. 

A merchant may very properly re- 
fuse to sell goods unless at a profit; a 
physician cannot so properly refuse 
his services in a case of sickness solely 
because the remuneration for those 
services may not be profitable; no 
clergyman worthy of the name is gov- 
erned entirely by mercenary motives; 
no able lawyer thinks solely of his 
fees; a scientific man, following sci- 
ence asa profession, does not patent 
his inventions any more than a physi- 
cian making a new medical discovery 
considers keeping it a secret. 

Again, a profession implies some 
technical knowledge and skill obtained 
through special training or education. 
The physician, the teacher, the at- 
torney, the engineer, the clergyman, 
the dentist, the professional scientific 
man, all undergo special preparation 
and are qualified by previous training 
for their work. This involves, in the 
third place, a higher standard of alil- 
ity than is necessarily involved in a 
man following simply a trade. Every 
man is not supposed to possess the 
capacity to be a professional man. 
Men for the professions are expected 
to be specially qualified for these 
places. 

Life assurance is, properly, and 
ought to be a profession. The life as- 
surance agent should be actuated by 
higher motives than mere mercenary 
ones. He should be the counsellor 
and adviser of his clients. The amount 
of money he can make should te 
secondary to his duty to his clients. 
He should be the advocate of his 


client’s old age and of those who may 
be his widow and orphans, and the 
advice given should be the best ad- 
vice he is capable of giving for his 
client and his dependents, even if it 
be at expense of the agent himself. 
The kind of policy, the amount of the 
policy, should be that best suited to 
the man, not necessarily the one in 
which there is the highest premium 
or the largest commission. 

No lawyer fit for his position, in 
addressing the jury in his client’s be- 
half, is thinking of the fee he will 
charge; no clergyman, in preaching 
his sermon, is thinking of the salary 
he will get; as no teacher, in fitting 
youth for life, no physician, at the 
bedside of a dying patient, allows mer- 
cenary motives to interfere with his 
duties, so the life assurance man 
should not think of making a com- 
mission if it te not for his client's 
benefit. 

No life assurance agent is fit for the 
business unless thoroughly impressed 
with the good heis accomplishing 
every time he assures a man’s life. 
He should remember that perhaps on 
the next half hour’s interview depends 
the future welfare, comfort, and per- 
haps even existence, of the man’s 
family when he dies, or of his client’s 
old age. Agents keeping these ob- 
jects in view are not likely to sell the 
wrong policy or to sell either too little 
or too much. 

If these conditions are kept in mind, 
it follows that not only will a pro- 
fessional life assurance man be hon- 
est with his clients and himself, but 
he will endeavor to render them the 
best service possible. He will be- 
come constantly more intelligent and 
experienced, because only so can 
he give his clients the best ser- 
vice. 

Impressed with the good that he is 
doing in every case, he will try to do 
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the most he can. He will have respect 
for himself and for the business; he 
will not be timid in approaching any 
man, no matter how large his means 
or great his influence, because he will 
know more about the life assurance 
business than the man he is talking 
to, no matter how great an expert he 
may be on other lines; he will have 
too much respect for his goods, his 


company and the business to bring 
disgrace upon them by his conduct or 
by trying to sell his goods at less than 
the regular price, to calumniate others 
honestly engaged in the same good 
work, or todo any such disreputable 
thing as to twist business; and he will 
have the respect of his company, the 
public in general, his clients, and, 
most of all, himself. 








We Want Ideas. 


The JOURNAL OF INSURANCE ECONOMICS 
will pay for contributed articles from insur- 
ance men. All we ask is that they contain 





ideas. Articles on current problems, tables 
of statistics, illustrations, anything which 
may interest underwriters and set them think- 
ing, are “available.” ‘Fine writing” counts 
less with us than the “ thought.” 


We Want Readers. 


The JOURNAL OF INSURANCE ECONOMICS 
aims to be the best medium of expressed 
opinion on current insurance problems. To 
those who are not now readers and desire to 
test its merits, we will send the magazine for 
six months for ONE DOLLAR. The regular 
price is three dollars per annum. 





Address, 


159 Devonshire St., Boston, Mass. 


The man of ability can find “= 
profitable and honorable 
& 

employment. 
=< 
= 


If you possess ability and satis- 
factory references, address ~ 
Os 
2 GEORGE T. DEXTER 
S Supt. Domestic Agencies 
wo, 32 Nassau Street C4 
Sm New York City oy 





National Life 


Insurance Company 

OF VERMONT. 
Established in 1850. Operating in 37 States. 
Janes T: Pnurs, Vice Presi, Di A.B. BISBEE. Med Direetor. 


JAMES B. EsTeEeE, 2d Vice-Prest. C. E. MOULTON, Actuary. 
OsMAN D. CLARK, Secretary. F.A. HOWLAND, Counsel. 


This ona held January 1, 1904, and gained 
uring the past decade: 


ASSETS, . . $28,363,797.97 Gain 187% 
SURPLUS, .. 2,928,310.16 Cain, 158% 
INSURANCE, 125,692,778.00 Gain, 104% 
Sells the Most Modern, Profit-Sharing, 


Non-Forfeitable Contracts of Life, Term, 
Endowment and Annuity Insurance. 














JAMES T. PHELPS & C0., State Agents, 
159 Devonshire Street, . . BOSTON, MASS, 





Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 
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STATEMENT UNITED STATES BRANCH, 
JANUARY 1, 1903. 


Assets ° ° ° $11,232,031.34 
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JOHN F. DOWNING, GENERAL AGENT, 
WESTERN DEPARTMENT INSURANCE COMPANY OF NORTH AMERICA. 


MR. DOWNING BEGAN BUSINESS AS A LOCAL AGENT, AND FORTY YEARS AGO 
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